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Extracted from Economic Trends, No. 100, February 1962.

New agricultural price indices for the United Kingdom

New indices of agricultural prices for the United 
Kingdom based on the three-year period 1954/55— 
1956/57 have now been prepared by the Ministry of 
Agriculture, Fisheries and Food with the assistance of 
the other Agricultural Departments. They will replace 
the England and Wales indices based on the period 
1927-29, which are at present shown, together with 
descriptive notes on their construction, in the annual 
issues of Agricultural Statistics {England and Wales). 
The new price indices will in due course be published 
in the 1960/61 and subsequent issues o f the volume of 
Agricultural Statistics dealing with Agricultural Censuses 
and Production. Meanwhile selected monthly and annual 
series will appear in the Monthly Digest o f  Statistics.

Output price indices
Purpose^ background and scope

The method normally used to construct an index 
number of agricultural output prices is to take a ‘fixed 
basket’ of output in a base period and to ask how 
much more or how much less this basket (and the 
various commodities and groups of commodities 
within it) would now be worth compared with its 
actual value in the base period. The index is calculated 
by expressing each current price as a percentage of a 
corresponding base price and taking a weighted 
arithmetic average of these percentages. These output 
price indices are intended to measure changes in the 
prices which farm producers get from the sale o f their 
products: they are not appropriate for assessing the 
effect on farmers’ revenue of changes in the average 
values of output.

Price indices of this kind for agricultural products in 
England and Wales were first published in 1913, when 
an index based on the years 1906-08 appeared in Agri
cultural Statistics No. XLVIII. Part III. Commodity 
price relatives were combined into a composite index 
by the use of fixed weights proportional to the value 
of sales off farms in the base period. Immediately 
after the end of the First World War, this index was 
rebased on the years 1911-13, but the weights remained 
unchanged.

By 1938 it had become apparent that the index 
needed to be revised, chiefly because substantial 
changes had taken place in the pattern of farm output; 
for example, hay, which had a weight o f 9 per cent, in 
the 1906-08 index, accounted for less than 2 per cent, 
of total farm sales thirty years later while the corres
ponding percentage for fruit and vegetables had risen 
from 5 to 13. In order to cope with these trends which, 
though gradual, produce major changes over a long 
period, it was decided in 1938 that the revised indices 
based on the period 1927-29 should be combined by

means of moving weights proportional to the value of 
sales off farms in the most recent five-year period 
revalued at base-period prices(*)- This method was 
generally welcomed at the time as allowing a long time 
series to be maintained in which the weights would 
change so gradually that comparisons between years 
not far apart would always be reasonably valid(2).

In the event, the years which followed included the 
period o f government control over agriculture and food 
(during and after the Second World War) and the 
eventual return to free marketing. The table on page iii 
illustrates some of the shifts which have taken place in 
the weights used in the output price indices during 
the past fifty years, some caused by secular trends, 
some by the exigencies o f war.

While moving weights allowed the 1927-29 index to 
reflect major price changes realistically without a break 
in series, they were also responsible for an inherent 
defect (since no ‘chain’ technique was used) in that the 
index could change from one year to another even 
though all prices remained unchanged; and the further 
the price relatives diverged one from another the more 
evident this defect became. The base-weighted 1906-08 
index was free from this fault but had in the course of 
time manifested a downward bias as compared with an 
index using more up-to-date weights. This bias has been 
attributed to the tendency of farmers to switch to 
products which are rising in price and therefore be
coming more profitable to produce; it is contrary to 
what is found in consumer price indices, where demand 
tends to be transferred to those goods showing the 
least rise in price.

The above-mentioned defects in the 1906-08 and 
1927-29 indices are avoided if a base-weighted index 
with a relatively limited life is adopted; and in fact an 
index of this kind for the agricultural industry is now 
desirable to match the wholesale price indices for the 
various industrial sectors o f the United Kingdom 
economy which have been constructed in recent years. 
The wholesale price indices are at present based on the 
calendar year 1954 but it is customary to base agri
cultural price indices on an average o f years (usually 
three) so as to minimise the effect o f abnormal weather 
conditions in any one year; and in order to avoid 
the period of food control, the three July-June years 
1954/55, 1955/56 and 1956/57 have been taken as the 
base for the new indices.

Unlike the 1927-29 indices for England and Wales, 
the new indices cover the whole o f the United Kingdom. 
They are designed to reflect movements in the prices of 
products sold off the ‘national farm’ (that is, all agri
cultural holdings of a certain minimum size regarded 
collectively as one farm), no account being taken of 
farm-to-farm sales. This concept is similar to the

(0  index Number of Agricultural Prices, M inistry of Agriculture and Fisheries (H .M .S .O ., 1938).
(2) A  New Index Number of Agricultural Prices'— paper by C . T . Houghton, w ith discussion (Jourrial o f the Royal Statistical Society, Vol. C l, 

Part II. 1938): Introduction to the Theory o f Statistics (1950 edition, page 603). G . U . Yule and M. G . Kendall.

.fis. '

M <-0

4. .



r-*v

k\ p%

LHl’ s m
.»j .-1.

îh

%■

t o i l
■ \V.‘U: •''.■•V ,«-••

.7 '.li .• «<-
i i <.

.•I•''i'i:'

i<
*«

> i

Form crops . . .

of w hich : Hay . . .
Potatoes 
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Fotstock ....................

of which: Cattle
Pigs . . .
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Livestock products and pouttry

of w hich : Milk . . .
Eggs •••

•« • •  •  • « •«

•  •  • • • « •

Fruit and vegetables • • « • > •

Total • a • • •

1927-29 index
1906-08
index weights weights weights weights
(fixed for for for for

weights) 1927-29 1939 1949 1959

28 20 164 27 i 204
9 3 l i 1 4
5 5 i 10 5

1 H 4 3

41 33 31 184 27

20 I3 i 13 104 114
m I I 11 34 I I

26 36 394 38i 424

17 224 23 284 254
l i 54 9 6 114

5 II 13 154 10

100 100 100 100

‘net-sector’ concept used in the 1954-based price 
indices for industrial sectors published by the Board 
of Trade, in which industry-to-industry or firm-to-firm 
sales within broad industrial sectors are ignored. 
Where commodities such as home-grown feedingstuffs 
leave the national farm and re-enter it later, they are 
counted as items both of output and of input.

The coverage of the indices broadly corresponds to 
Minimum List Heading 001 o f the 1958 Standard 
Industrial Classification except that it does not include 
output of flowers and nursery stock nor agricultural 
services.

Subsidised produbts
It is convenient 'at this point to refer to the two main 

methods of paying"* subsidies on sales of agricultural 
products. One methbd, used for cereals and fatstock, 
is that the producer gets a market price from the buyer 
and later receives an Exchequer payment representing 
broadly the difference between, the national average 
market price and the price guaranteed in the Annual 
Price Review; for such products, two price index series 
are calculated, one for market prices (before adding 
subsidy, if any) and the other for gross prices (after 
adding subsidy, if any), the latter being obtained by 
adding to market prices the declared unit value of 
Exchequer subsidy. The other main method o f paying 
subsidies is where the producer gets one complete 
price from the buyer and the buyer (for example, the 
statutory marketing board for commodities like milk 
and eggs) later receives an Exchequer payment. In 
these cases the gross price received by the producer 
is known but there is no actual ‘market’ price in the 
sense of a producer price without its subsidy element, 
nor is there any clearly acceptable method of identifying 
this subsidy element, which may be confused with other

elements such as the Exchequer contribution to admini
strative costs or the cost of support buying. Because of 
these difficulties it has been found practicable to 
calculate separate market-price indices only for cereals 
and guaranteed classes of fatstock, as in the England 
and Wales index (see Table 4).

Composite indices
Annual composite indices for product groups and 

all products are therefore calculated, as in the 1927-29 
index system, only on a gross price basis. The weights 
used for combining commodity series are based on the 
values at gross prices of output from the national farm 
in the base period. Weights were first determined in 
this way for four product groups (farm crops, fatstock, 
livestock products and poultry, and fruit and vegetables), 
and the group weights were then divided among the 
selected indicators in accordance with the base-period 
value of each.

Monthly all-products indices are not calculated since 
a number of series, especially in the fruit and vegetable 
group, are discontinuous (see Table 3) and the pattern 
of agricultural output varies considerably bet\Veen 
seasons. In the England and Wales 1927-29 system of 
indices, group and all-products indices were in fact 
calculated monthly up to the middle of 1954 but were 
then discontinued.

The composite indices o f the old England and Wales 
index and the new United Kingdom index are compared 
in the accompanying charts. The divergence between 
the two series for farm crops is largely explained by the 
different treatment now given to potatoes; early 
potatoes are now included in the annual index, and, as 
explained under Farm crops, a weighted twelve- 
month average is used for maincrop potatoes instead 
of a simple average covering September to June;
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further, the weight of potatoes in the group is rather 
lower than in the old index. In the fatstock group, the 
divergence since 1958-59 is due mainly to the fact that 
the new index takes account of all pig prices at bacon 
factories (including pigs sold under contract), whereas 
the old index took account only of auction market
prices.

In the fruit and vegetables group, much o f the 
divergence is due to changes in the relative weighting 
of fruit and vegetables. Outdoor fruit accounts for 32 
per cent, of the group in the new index compared with 
47 per cent, in the old, and outdoor vegetables for 48 
per cent, compared with 37 per cent. The reason for 
these changes is that in the old index outdoor fruit was 
more adequately represented than were outdoor 
vegetables and, since the weights carried by the price 
indicators were related only to their own value, with 
no imputation for types not used as indicators, outdoor 
vegetables were underweighted. Another source of 
difference is that the annual series incorporated in the 
new all-products and product-group indices take 
account o f produce going to manufacture whereas the 
old index did not.

distinction can be made at wholesale markets between 
prices for producer-wholesaler sales and transactions 
at a later stage o f wholesaling.

Varieties and grades within the commodities listed in 
Table 1 have been distinguished where possible and 
their series combined into a commodity index by the 
use of fixed weights. But the selection o f these varieties 
and grades and the allocation to them of within- 
commodity weights have not been determined rigidly 
by reference to their importance in the base period: 
the aim has been to secure the best representation of 
current price movements. For instance, within the 
general commodity ‘poultry’, broiler fowls now have 
considerable weight although they were not important 
in the base period.

Selection o f price indicators 
Prices of agricultural products need to be measured 

as they leave the agricultural industry, that is to say at 
the first practicable point after the farm gate. In practice, 
producer prices can generally be measured satisfactorily 
either at open markets or at the point of purchase by a 
marketing board; for fruit and vegetables, however, no

Calculation o f the United Kingdom series 
Two methods are used for calculating index numbers 

for the United Kingdom from price data for the 
constituent countries. One method is to treat the 
United Kingdom as a homogeneous market, combining 
prices from England and Wales, Scotland and Northern 
Ireland into United Kingdom prices by current weights 
(using as weights the quantities sold in each o f the 
countries in the current period); this method is used 
for instance for cereals and fatstock. The second 
method, appropriate where the commodities themselves 
or the marketing arrangements are different in the 
various countries, is to calculate separate price relatives 
for each country and to combine them into United 
Kingdom indices by the use of fixed weights, as if 
supplies in each country formed a constant fraction of
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total United Kingdom supplies; this method is used, 
for example, for milk. In practice, it makes little 
difference to the statistical results for the United 
Kingdom which of the two methods is used and the 
choice is largely a matter of convenience.

Annual average prices for agricultural products, 
whether for a harvest year or a calendar year, are 
normally the currently weighted average o f twelve 
monthly prices; where weekly quantities are available 
(as for cereals and fatstock) they are used as weights to 
proceed from weekly to monthly prices and from 
monthly to annual prices. For some commodities with 
a limited season, especially fruit and vegetables, prices 
for the season are used for annual purposes, the seasonal 
price in each case being related to the season mainly 
covered by the harvest or calendar year; the price is 
related consistently backwards or forwards to the 
harvest or calendar year, regardless of whether in any 
particular year the season happens to be early or late. 
In the case of wool the marketing year runs from May 
to April and a May-April price is therefore used for the 
harvest (July-June) year starting two months later and 
for the calendar year starting four months earlier.

When the 1927-29 system of indices was introduced 
in 1938, the calendar year was still the preferred basis 
for annual averages, and monthly indices were cal
culated by reference to 1927-29 base prices; for harvest- 
year indices, different base prices were used relating to 
the period July 1927—June 1930 (the weights for 
harvest-year indices, however, were the same as for 
the calendar years starting six months later). In the 
new system of indices the harvest year has superseded 
the calendar year as the preferred basis for annual 
averages. The three-year period 1954/55— 1956/57 has 
been taken as the common base, both for prices and for 
weights, for all the indices, whether monthly, harvest- 
year or calendar-year. The base price for each series is 
the unweighted average of the three harvest-year 
average prices, calculated in the way described above.

Farm crops
Weekly growers’ prices for cereals are obtained from 

the Com Returns in Great Britain and from comparable 
returns in Northern Ireland. For wheat, the guaranteed 
price is seasonally graduated and the unit-value 
deficiency payment is calculated for periods of two or 
three months; the gross return to the farmer can there
fore be calculated with a time lag of a few months. For 
barley and oats, however, the value of the deficiency 
payment up to and including 1960/61 has been paid on 
an acreage basis at a flat annual rate and, since it could 
only be calculated after an average market price had 
been ascertained at the end of the July-June marketing 
year, no up-to-date monthly series inclusive of deficiency 
payments could be produced. This will still be so after 
the introduction of seasonally graduated deficiency 
payments for barley; moreover, the monthly market 
price series will no longer exactly foreshadow the trend

of gross prices for barley as it has done in the past and 
will continue to do for oats.

Potatoes are subdivided into (i) early potatoes, 
defined as new-crop potatoes marketed before August; 
(ii) maincrop potatoes, defined as potatoes marketed 
after July. The annual average for early potatoes is a 
weighted average for June and July and is used both for 
the calendar year and for the harvest year starting in the 
latter month; the annual average for maincrop potatoes 
is a weighted January-December average for the 
calendar year and a seasonally-weighted August-July 
average for the harvest year starting in the previous 
month. For sugar beet and hops producers receive fixed 
annual prices. The price used for the former is the price 
for beet o f 16 • 5 per cent, sugar content laid down in the 
Annual Price Review; for hops it is the weighted 
average price, covering ‘quota’ and ‘non-quota’ hops, 
paid to producers by the Hops Marketing Board. The 
indices for potatoes and sugar beet reflect producers’ 
gross prices: no deduction has been made to allow for 
the net cost to the Exchequer o f support buying of 
potatoes or for the operating loss incurred by the 
British Sugar Corporation.

Fatstock
For fatstock eligible for certification under the 

Fatstock Guarantee Scheme, United Kingdom weekly 
average market prices recorded under the scheme are 
used and, since guarantee payments are calculated 
weekly, up-to-date monthly series on two bases (ex
cluding and including guarantee payments) can be 
calculated. Grades are distinguished for clean cattle 
(steers and heifers); and since there are periods wnen a 
considerable proportion of animals marketed are not 
entered under the scheme (for example when no 
guarantee payment is being paid), the monthly quantity 
weights needed to calculate annual averages are based 
on United Kingdom slaughterings o f steers and heifers 
in preference to the number of animals entered under 
the scheme. Two separate series are now used for 
lambs and for hoggets, which are intermediate in age 
between lambs and sheep, and are marketed only from 
January to June.

Pigs are subdivided into bacon-factory pigs and 
other pigs. In the market-price series, Fatstock Guaran
tee Scheme figures are used as for other classes of 
eligible fatstock. In the gross-price series, figures from 
the scheme can be used for ‘other’ pigs and for Great 
Britain bacon-factory pigs; for Northern Ireland 
bacon-factory pigs, however, it is necessary to use the 
prices paid to producers by the statutory Pigs Marketing 
Board, since these may differ appreciably from the 
Board’s selling prices even over a considerable period.

For classes of falstock not covered by the Fatstock 
Guarantee Scheme—cows, calves, sows, ewes—weekly 
prices are used from the same source as all the fatstock 
prices used in the England and Wales 1927-29 index, 
that is about sixty auction markets in England and

u»

l .t >.

'm



.

*»»

2 •.

«
iV

1►>VAy>'-v
•

-?SvS-<r::-'  ̂ ■

S I

*' '.‘:,5

. :*.-* . v/ - »

Wales. No account is taken in the indices of livestock 
production grants, such as the calf subsidy, as these are 
not subsidies on sales (see Annual Review White Paper, 
1961, Cmnd. 1311, Appendix V).

Livestock products and poultry
The price indices for milk, eggs and wool are based 

on the gross prices paid to producers by marketing 
boards. No attempt is made to identify the subsidy 
element present in producers' gross prices for these 
commodities.

Milk is represented by the wholesale-producer pool 
prices paid to farmers by each o f the five Milk Market
ing Boards, the five price relatives being combined by 
the use of fixed weights. For eggs, separate prices for 
large, standard and medium grades are calculated from 
producers’ guaranteed minimum prices at packing 
stations. An index is obtained for Great Britain by 
combining series for the three grades by means of fixed 
weights; a similar Northern Ireland index is then com
bined with the Great Britain index, again by means of 
fixed weights. Because of the regular and pronounced 
seasonal movement towards larger eggs in the spring 
and smaller eggs in the autumn, five different sets of 
fixed weights are used, one for annual purposes and 
four for each of the four quarters of the year (July- 
June) as follows.

For poultry, separate indices are calculated for 
England and Wales, Scotland and Northern Ireland, 
both for fowls and for turkeys; prices for ducks and 
geese are not included. In England and Wales, prices at 
leading urban wholesale markets are used, including 
prices for broiler fowls. Similarly the Northern Ireland 
series have been based up to now on leading wholesale 
market price's but it is intended to replace them by 
packing-station prices without a break in series; for 
Scotland, packing-station prices are already used.

A seasonal index is calculated for wool based on the 
average price paid to producers for fleece wool by the 
British Wool Marketing Board in May-April years; 
it is used both for the July-June year starting two 
months later and for the calendar year starting four 
months earlier.

Fruit and vegetables
For some types of fruit and vegetables (such as 

dessert apples, cauliflowers) supplies are marketed 
throughout the year and for these types weighted 
averages on both a July-June and a January-December 
basis are calculated. For most types, however, the 
marketing season is relatively short and, as previously 
mentioned, seasonal prices are used for both harvest 
and calendar years, the seasonal price being related 
either consistently backwards or forwards to a harvest 
or calendar year, regardless of whether in any particular 
year the season happens to be early or late. For example, 
the normal season for tomatoes is May-November and 
the seasonal price is related consistently forwards to 
the harvest year starting two months later, regardless 
of the proportion of the crop which in any year is 
marketed before July.

Prices are obtained weekly from selected wholesale 
markets in England and Wales, Scotland and Northern 
Ireland and, in order to minimise the effect on the 
indices of extreme price quotations (which usually 
imply differences in quality), a rather complicated 
method of averaging has been adopted. The median of 
all the highest weekly prices reported from each 
market during the month is found and the median of 
all the lowest, and the simple average of the two 
medians is calculated; a further simple average is then 
taken of this result and of a similar average of all modal 
weekly prices during the month. Where manufacturing 
prices are important, the annual price for the fruit or 
vegetable is the weighted average of the annual whole
sale market price and the annual price for supplies 
going direct for manufacture unless, as in the case of 
peas, the crop for manufacture is regarded as a different 
commodity from the crop which comes on the whole
sale markets.

Input price indices

Purpose, background and scope
The normal method of constructing^ agricultural 

input price indices is to take a 'fixed basket of materials 
and compare its current cost with its cost in the base 
period. The new indices are intended to measure 
average changes in the prices paid by farmers for their
materials.

The 1906-08 index was limited to agricultural output 
only, but in 1919 price relatives based on 1911-13 were 
published for separate types of feedingstuffs and 
fertilizers in England and Wales; in 1923 composite 
indices for feedingstuffs and for fertilizers, using fixed 
weighting patterns, were introduced and these were 
continued until 1939. After the Second World War 
indices for some types of feedmgstuffs based on 1938 
were published, but no composite index; for fertilizers 
a composite index based on 1937-38 with base-penod 
weights was published until 1953, by which time a
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composite fertilizer index was appearing in the Board 
of Trade’s industrial wholesale price indices.

Ideally the input series would resemble the input 
price indices for other industrial sectors and cover all 
materials consumed by the national farm in a current 
year, including such items as imported store slock for 
short-term fattening but excluding wages and capital 
items like purchases of machinery and imported store 
stock for breeding. For the present, however, no 
comprehensive input index can be calculated although 
this remains the long-term objective. Nevertheless, the 
new indices are more extensive than any previously 
published, covering all straight and compound feeding- 
stulfs, fertilizers, lime and fuel. The combined value of 
these materials in the base period was equivalent to 
about three quarters of that of all materials purchased 
for current consumption. As in the output indices, the 
‘net sector’ approach has been used; that is to say, 
direct farm-to-farm sales are excluded both as regards 
price indicators and as regards the calculation of weights 
within commodity groups.

Subsidised materials
On fertilizers and lime the government pays sub

sidies to the farmer as a contribution to his purchase 
costs. Thus prices can be measured on a market-price 
basis (the price which the farmer pays initially) or on a 
net-price basis (the market price less the subsidy which 
he subsequently receives). For lime, account has been 
taken only of that part of the total subsidy which relates 
to purchase costs, the government contribution to 
spreading costs being ignored.

Selection o f price indicators
Prices of agricultural materials need to be measured 

as they enter the agricultural industry, that is to say 
as near as possible to the farm gate. In practice, prices 
for fertilizers and compound feedingstuffs are taken 
from manufacturers’ lists, while prices for most other 
feedingstufifs are measured at the main ports. Prices for 
fertilizers, lime and fuel are measured on a ‘delivered’ 
basis.

Generally speaking, the principles used in the output 
indices for selecting price indicators, calculating 
averages and determining base prices, have been em
ployed also in the materials indices. The main difference 
lies in the approach made to annual averages. Whereas 
in the output indices the predominant idea is the 
seasonal price or the annual average currently-weighted 
by monthly sales, the practice adopted for the materials 
indices is that a fixed pattern of month-to-month weights 
is used where farm purchases of a commodity have a 
regular and pronounced seasonal movement; otherwise 
equal weights are used for proceeding from monthly 
figures to annual averages.

The following are specimens of the fixed patterns of 
month-to-month weights used.

Compound feeding
stuffs for cattle

Great Northern
Britain Ireland

J U i ^ . . >  >■> . . .  ■■■ 5 4
August 6 5
September . . . 7 6
October 9 8
November . . . lO lO
December . . . 11 !2

July— December . . . 48 45

January 11 11
February . . . I I 11
March lO I2
A pril 9 9
Mav■ i c a F *** ><> 6 6
J 5 6

January— June 52 55

July— June . . . 100 100

Fertilizers
(Great Britain)

Basic slag Compounds

July . . . 4 3
August 5 6
Sep tem b er... 8 5
O ctober .................................................... I I 5
N ovem ber.................................................... I2 7
December lO 5

July— December . . . 50 3I

January .................................................... 11 lO
February . . . lO lO
March M 23
A pril ................................................... 9 I9
May 6 6
Ju n e ... 3 I

January— June .................................... 50 69

July— June . . . 100 100

Feedingstujfs
Feedingstuffs are treated in two sections, compounds 

(including mixtures) and other (‘straight’) feeds, com
bined in the fixed ratio 3:1. For compounds, a distinc
tion is made between the markets in Great Britain and 
Northern Ireland, the two being combined by fixed 
weights. Within each market, separate sub-indices for 
cattle compounds, calf compounds, pig compounds and 
poultry compounds are combined by fixed weights. For 
each type o f compound in Great Britain manufacturers’ 
list prices are used as indicators, each firm’s prices 
being weighted according to its production o f that 
compound in the base period. For Northern Ireland, 
representative prices for types of compound are sup
plied by the Ministry o f Agriculture.

As regards straight feeds, prices of whole wheat and 
whole barley are obtained from the same sources as for 
the output index; prices of wheat offals, maize meal and

X
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barley meal are obtained from seven port areas in the 
United Kingdom (two being in Scotland and one in 
Northern Ireland): prices of dried sugar beet pulp from 
the British Sugar Corporation; and prices o f white 
fish meal from the Association of Fish Meal Manu
facturers. No price indicators are used for imported 
feedingstuffs since they are usually processed in this 
country before sale to the farmer.

Other input items
For fertilizers, a distinction is again made between 

the Northern Ireland and Great Britain markets (scales 
of subsidy having been different in the two areas until 
1959) and sub-indices for them are combined by fixed 
weights. A market-price index is first constructed using 

' manufacturers’ list prices for four types o f straight 
fertilizer and two brands of compound in Great Britain, 
and representative prices for the same four types of 
straight fertilizer and one type o f compound in Northern 
Ireland. This index differs very little from the index of 
manufacturers' prices compiled by the Board of Trade 
in the 1954-based system of wholesale price index 
numbers. To obtain a net-price index, the value of the

*ai

s*

1 *

I .'V

subsidy which the farmer can claim back after purchase 
is deducted from each market price which he pays in the 
first instance. Fixed weights are used for combining the 
price relatives for the various types of fertilizer within 
the two areas; these weights are different for the market- 
price and net-price indices since the degree of subsidiza
tion differs between fertilizers. No price indicators are 
used for imported fertilizers since they are for the most 
part used in the manufacture of compound fertilizers 
in this country.

For lime, it is possible to obtain United Kingdom 
average farm-gate values from departmental records 
relating to the lime subsidy schemes. Six types of lime 
are covered, the price relatives for each being combined 
by fixed weights. In calculating the net-price index, 
the farm-gate average values are reduced to allow for 
the subsidy payable on purchase costs.

Because some farmers buy their fuel for farming 
purposes on retail terms while others buy in bulk, 
price indicators for this input item cover purchases at 
both the wholesale and the retail level, all series being 
combined by fixed weights. The fuels included are 
petrol, three kinds of oil, coal, coke and electricity.

Ministry o f  Agriculture, Fisheries and Food.
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All-products index
Harvest (July-June) years

Based on prices after addition of subsidy, where payable

Average of 1954/55-1956/57 =  100

T A B LE  I

(1) Subsidised by Exchequer payments.
(2) ‘Subsidised’ by United Kingdom consumers of sugar.

f*
•  - ' i

• 1

Weights 1954/55 1955/56 1956/57 1957/58 1958/59 1959/60 1960/61

W heat(i) .................................................................... 56 103-4 98-7 98-0 92-5 91-1 89-0 88-0
Barley(*) 41 104-1 94-7 101 -2 103-7 103-9 100-2 101 -2
O ats(i) .................................................................... 9 103-4 95-2 101-5 113-8 112-4 110-7 110-5
Potatoes: early .................................................... 6 82-9 129-6 87-5 150-6 137-9 132-2 107-0

main'Crop(M 48 89-8 130-1 80-1 145 9 166-2 92-8 85-2
Sugar beet(2) .................................................... 22 98-2 99-6 102-2 101 -7 102-8 102-2 101 -5
Hops 5 96-3 89-9 113-9 90-6 88-3 105-7 100-5

Farm crops .................................................... i8 7 98-6 106-6 94-9 112-6 117-0 96-9 93-8

Cattle ( c le a n ) ( i ) .................................................... n o 98-6 97-3 104-1 106-8 107-3 106-3 106-8
Cows 26 105-6 102-1 92-3 94-1 117-6 113-8 104-7
Calves 5 99-5 101 -1 99-4 105-4 113-0 110-7 96-1
Sheep (clean)(l) 5 104-5 95-3 100-1 105-0 104-8 105-4 102-6
Lambs(') .................................................................... 26 103-5 95-4 101 -2 103-9 103-3 101 -6 102-5
Hoggets(') . . . I I 96 9 96-8 106-2 104-5 104-6 104-4 103-4
Ewes . . .  .................... 3 105-1 98-0 97-0 102-1 97-0 93-8 97-6
Pigs: bacon-factory(i) .................................... 63 98-6 100 4 101 -0 89 4 89-8 86-7 84-8

other(i) 63 lOI-O 98-7 100-3 89-6 87-6 89-8 90-2
Sows . . .  . . .  .................... 6 78 7 108-9 112-5 83-1 93-0 106-7 102-6

Fatstock . . . 318 99-7 98-7 101-6 98-0 1000 99-3 98-1

M ilk(i) ................................................................... 259 lOI- l 102-0 96-9 95-4 98-3 95-7 92-3
Eggs(>) ................................................................... n o 99-6 100-5 99-9 99-7 89-1 84-2 87-0
Poultry ................................................................... 28 101 -0 106-2 92-8 97-0 94-8 89 6 83-3
W ool(l) 12 100 2 100-6 99 1 97-2 92-9 93-3 91-7

Livestock products and poultry 409 100-7 101 -8 97-5 96-7 95-4 92-1 90-2

Fruit (outdoor) ................... 28 93-6 108-5 97-9 131-7 101 -8 104-8 91-2
Vegetables (outdoor) .................................... 41 lOI-O 110-6 88-3 105-1 93-4 108-9 89-0
Indoor crops ................................................... 17 96-8 98-1 105-1 104 9 103-4 94-8 99-5

Fruit and vegetables .................................... 86 97-8 107-4 94-7 113-7 98-1 104-8 91-8

A ll products ................................................... 1,000 99-7 102-2 98-1 101 -6 101-2 96-4 93-5
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Indices for fruit and vegetables by types
H a rve st (Ju ly-June) years

Average of I954/5S-I956/57 =  100

T A B LE  2

r*i

V**

Dessert apples 
Cooking apples(2)

( ')
Pears
Cherries('*)
Plums(2)

(3) . . .
Strawberries(2)('*)

( )̂
Raspberries(2)

(?)
Gooseberries(2){**)

( ')
Blackcurrants(2)

( ')

» • • »«

• « • • •

• »

•«

> * •

•  •  * •  •  *

» •

« f • •

• • « »

• • • •

« •«

• • « •

O utdoor fruit(2) »« •

r.«*>

4̂̂

IS

Beetroot, topped(2) ....................
(3) ....................

Carro ts. topped(2) ....................
(3) ....................

Onions, dry b u lb ....................................
Onions, green(‘* ) ....................................
Brussels sprouts . . .
Cabbage: summer, autumn and w in ter 
Savoy cabbage
Spring cabbage and greens(4) 
Cauliflower and broccoli 
Beans: runner, French, dwarf . . .
Peas, green for marketing(‘*)
Peas, green for canning and freezing(2) 
Peas, harvested dry(2)
Lettuce. outdoor('*) ....................
Rhubarb(‘*)

• • •

>« •

>« »

• • •

• • •

O utdoor vegetables(2) • •

Tomatoes, indoor{'‘ ) 
Cucum bers(‘‘ ) 
Lettuce, indoor(‘*) 
Mushrooms, indoor

• • • >« •

« •

Indoor crops

W e ig h ts ( ' ) 1954/55 1955/56 1956/57 1957/58 1958/59 1959/60 1960/61

9 - 8 9 2 - 4 108-6 9 9 -0 1 120-0 100-8 102-6 79-3

5 - 5  ! 96-1 120-3 8 3 - 6 143-3 1 7 7 -5 59-8

9 5 - 7 1 2 0 - 9 8 3 -4 1 138-7 7 9 - 0 8 9 -9 69-5

2 1 9 3 - 2 112-5 9 4 - 4  !1 1 7 4 - 0 108 8 7 9 -4

1 - 7 9 9 - 2 105-1 9 5 -8 132-2 ' 9 3 -2 155-9 106-8

1 -7 101-7 105-8 9 2 -4 181-8 201-1 143-1 186-2

9 8 -4 1 1 2 - 2 8 9 -4 1 9 5 - 7 1 8 3 - 5 135-7 170 2

3 - 3 102-0 9 4 -6 103-5 114-5 110-8 102 7 121-8

9 6 -7 8 3 - 8 1 1 9 - 5 1 3 3 - 5 1 1 4 - 8 106-1 124 - 7

i - 8 76 6 112-5 MO-8 117-4 104-3 l O M 62 8

8 2 -2 1 0 8 - 4 1 0 9 - 5 1 6 9 - 8 1 2 4 - 4 1 2 5 - 5 99-3

0 - 7 9 0 - 0 9 5 -7 114-3 104-3 M I - 4 112-9 I 4 i  -4

8 9 - 6 i O O O 1 1 0 4 1 0 5 - 2 /2 8 -6 1 1 8 - 2 153 - 2

1 4 7 9 - 6 9 7 -7 122-7 118-9 123-5 118-2 120-5

7 7 -3 9 5 -6 127-/ I 3 I - I 1 3 2 - 2 1 3 1 1 133 4

2 8 0 93 6 108-5 9 7 -9 131-7 101-8 104 8 91 -2

1 0 1 122-2 102-7 f  7 5 - 2 1 7 8 -5 7 4 -9 100-9 69-8

1 2 1 - 6 1 0 3 - 8 74-6 7 5 -0 75-7 1 0 2 - 6 64-9

2 - 9 131-3 90-1 7 8 -6 126-5 8 8 -7 100 1 71-1

1 3 3 0 9 1 - 3 75-6 124-7 8 5 -7 fOO-8 66-6

O S 95 4 107-2 9 7 -4 9 4 -2 7 7 - 3 116-0 76 2

1 -2 107-1 7 3 -6 119-4 124-3 8 1 -8 120-2 72-0

1 5 - 5 104 6 117-5 7 7 -9 95-9 102-3 102-0 93-1

2 - 4 106-1 116-8 77-1 99-3 9 3 -0 109-9 89-5

1 1 - 2 8 9 - 4 145-4 6 5 - i 79-9 91-4 105-7 71-9

3 - 9 9 0 -2 148-5 61-3 102-2 8 1 - i 142-0 104 0
1  ^  

6 0 9 8 -0 100-5 101-5 99-5 96-5 100-7 102-7
1

2 -2 98-1 98-1 103-9 7 9 -0 7 3 - 2 8 4 - 9 57-1
1   ̂ ^

3  3 iOO-0 8 7 - 2 112-8 153-9 105-2 125-7 102-6
1  — ^^ r

2 5 9 6 - 6 99-9 103-6 108-0 105-1 116-2 I M - 2

3 - 8 109-9 107-5 8 2 -6 8 2 -2 102-1 8 3 -8 64-5
1

3 - 6 8 2 - 6 132 6 8 4 -9 114-7 8 5 -4 118-3 90-1
1  w F  

1 0 8 4 - 0 108-0 108-0 132-0 103-2 127-2 103-2

4 1 0 l OI -O MO-6 88-3 105-1 93-4 108-9 89 0

9 ' 8 9 5 -9 95-3 1 108-7 1 108-6 1 107-8 1 92-9 103-1
1  X  V

3 - 4

1  F

93 2 99 8 107-1 103-4 109-3 102-0 99 8
1  V  I  

1 - 6 109-0 104-7 86-3 l O I - l 8 5 -7 100-8 89-2
1  W

2 -2 97 7 102-9 9 9 -4 93-7 87-5 88 0 90 8

1 7 0 96 8 98-1 1 105-1 104-9 1 ^  103-4 94 8 99 5

(1) The weights shown relate to the weighting system of the all-products index in Table I.

(2) The series takes account of produce going to manufacture.

(3) The series is based on prices at wholesale markets only. ,  , , , ,  • j  •,
(4) For these types the July/June year covers part of two seasons, but only one seasonal price is used for the July/June index, viz. p

for the season which the July/June year chiefly covers.
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Monthly indices for products, 1960/61

TA B LE  3
Average of I954/55-I9S6/57 =  100

W heat: market price 
gross price 

Barley: market price 
gross price 

Oats: market price 
gross price 

Potatoes: early . . .
main crop

Cattle : market price 
gross price

Cows ...................
Calves ...................
Sheep: market price 

gross price 
Lambs: market price 

gross price 
Hoggets: market price 

gross price
Ewes
Pigs: market price: 

bacon-factory 
other

Sows

gross price: 
bacon-factory 
other .. .

Milk
Eggs
Fowls(*) .. 
Tu rkeys(')

Apples: dessert.. .
cooking(2)

Pears ....................
Strawberries(2) . . .
Carrots (topped)(2)
Brussels sprouts 
Spring cabbage and greens 
Cauliflower and broccoli 
Peas (green, for marketing) 
Lettuce (outdoor) 
Tomatoes (indoor) 
Cucumbers ...................

July Aug. Sept. O ct. Nov. Dec. Jan. Feb. Mar. Apr. May June

104-6 80-7 82-0 83-5 83-3 84-2 88-0 91 -5 90 8 88-7 81 -0 77-1
96-5 78 7 79-6 83-8 84-3 86-7 89-6 92-8 95-3 95-2 96-6 93 1
86-9 81-8 82-4 81-4 80-7 81-1 81 -4 83 2 84-7 81-6 77-2 72-9

105-8 101-3 iO I-8 101 -0 100-4 100-7 lOI-O 102-5 103-8 101 ■ 1 97-3 93 6
95 8 85-8 85-3 85-4 85-4 83-2 79-4 81-2 82-1 75-5 68-8 66-6

1220 112-3 M I-8 I I 1 -9 M I-9 109-7 106-1 107-9 108-7 102-3 95 8 93 7
68-7 ■  1 . 143-5
80 8 63 5 61-4 69-1 79-3 85-2 94-2 93-6 92-7 102-8 114-8 120-7

108-8 107 8 107-3 103-8 101-6 106-1 105-0 104-7 MO-3 106-7 97-1 83-7
106-6 101-2 97 8 94-0 94-9 102-2 105-3 I I 1 -2 119-4 120-6 118-2 113-5
112-9 114-4 M I-2 lO M 97-7 98-3 98-3 100-5 109-8 109-5 107-8 97-3
105-5 101-5 97-7 94-5 97-2 92-3 91 -6 89-6 93-9 96-8 99-2 98-5
96 6 90-3 86-4 84-2 83-5 91-5 101 1 106-4 112-1 97-6 91-7 84-6
99-0 98-0 lOO-S 99-2 99-5 108-3 M4-0 117-3 121-9 M I-9 104-1 98-2
97 2 92 6 90 0 86-0 84-5 89 4 MO-7 130-7 144-3 123-6 108-3 91-1

100-5 99-6 100-5 98-8 100-0 104-2 I2 I- I 137-2 147-1 133-4 116-9 101-7
I ■ 85-6 92-6 96-5 87-6 81 -0 69-2

iO I-6 107-2 108-1 103-9 96-5 83-9
91 4 88-5 86 4 88-6 95-1 107-6 105-8 112-4 119-5 IM -6 104-2 94-3

95 0 100-5 100-5 95-3 105-4 112 6 99-5 87-8 83-4 89-1 96-2 101-6
102-2 107-8 113-6 113-2 118-8 120-1 108-5 98-6 96-2 97-5 104-7 106-1

87-6 87-9 87 4 85-5 84-8 85-0 83-0 81-1 82 4 83-2 84-3 85-5
93-2 94-2 93 8 92-0 91-6 91-0 84-3 85-0 88-8 90-4 90-3 88-3

104-2 106-8 107-5 105-3 109-4 MO-7 104-4 92-9 95-5 91-3 92-8 101 -3

77 8 91-6 97 4 102 0 106-3 108-3 108-5 106-5 98-1 90-4 69-1 69-3
92 6 96 8 99 7 101 -6 IO i-2 96-5 85 1 78-7 74-5 70-1 72-8 8 M
91 88 86 85 81 84 77 77 83 82 79 76
87 87 86 82 80 93 90 85 85 84 84 85

79 83 72 66 86 91 106 109
98 65 54 52 52 59 70 78 85 93 97 153
1 59 65 73 83 95 109 105 125 -

102 _ 1 . — 1. ■ 176
124 80 68 64 61 67 69 59 59 74 80

— — 91 94 73 90 120 102 74
— 74 84 101 130 129 107 88 108

107 60 57 66 84 107 Ml 92 122 107 131 158
97 80 72 — . - - ■■■

71 78 88 89 89 . 160 150
99 69 68 79 70 ■ 349 223 132
81 63 79 102 131 — — 285 216 117 iOl 96

(•) Based on England and Wales prices only.
(2) Based on prices at wholesale markets only.
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Market price indices for cereals and fatstock
H arvest (Ju ly-June) years

».•*

T A B LE  4

Wheat . . .
Barley . . .
Oats

Cattle (clean) . . .  
Sheep (clean) . . .  
Lambs . . .  . . .
Hoggets
Pigs, bacon-factory 
Pigs, other

Based on prices before addition of subsidy 

Average of I954/5S-1956/57 =  100

1954/55 1955/56 1956/57 1957/58

96-6 tOI-8 101-6 88-1
103-5 95-7 100-8 88 9
106-5 96-1 97-4 95-1

107-3 102-9 89-8 96 8

97-7 103-2 99 0 99-9

102-3 99 6 98-1 99 4

95-5 96-1 108-4 91-5

85-8 108-6 105-6 94-0

84-5 107-1 108-3 95-6

958/59 1959/60 1960/61

91-6 91 -2 84 5
92 6 85 8 81-7
95-7 92 7 84-0

114 9 113 3 103-6
99-5 75-6 91-5
98-6 75 4 92-1
86-4 107-5 88-5
98-2 99-3 96-9
99-8 107-4 107-6

*
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Annual indices for materials
H arvest (July>June) years

Average of 1954/55—1956/57 =  100
T A B LE  5

Weights

Feedingstuffs:
W hole wheat 
W hole barley 
Wheat offals 
Barley meal 
Maize meal 
Dried beet pulp 
W hite fish meal

A ll ‘straight’ feedingstuffs
Compound feedingstuffs ..

A ll fe e d in g stu ffs ..................

Fe rtilize rs(') ..................
Lime(>) ..................................

Fertilizers and lim e(i)

Fuel

100

• • too 0

1954/55 1955/56 1956/57 1957/58

97-5 101-3 lO I- l 87-7
104-8 97 7 97-5 87-6
100-3 100-2 99-5 86-8
101 • 1 99-1 99 8 85-6
100-2 97-9 102-0 83-3
88-3 103-4 108-4 103-4
98 2 99-2 102-6 103-4

98-8 100-2 100-9 88-7
98-3 99 6 102-0 90-2

98-4 99 8 101-7 89-8

97-8 101-6 100-6 95 8
109-1 93-4 97-5 100-3

98-8 100-9 100-3 96-2

94-7 96 8 108-5 103-4

(*) Based on net prices to farm er after deduction of subsidy.
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1958/59

91 
91 
91 
90 
82

103- 4
104- 1

4 
9 
0
5 
4

91 -9 
89 8

90-3

91-9 
96-1

104-2

1959/60

90
85
88
87
82

103

7
7
6
5
7
4

96 8

89-9
9 M

90-8

89-2
93-8

104-9

1960/61

83-9 
78 4 
82-5 
82 9 
79-8 

103-4 
79-4

84-0 
83 2

87-2

86-7 
90 8

105-6



I  I

i
I

U

Extracted from Economic Trends, No. 103, May 1962.

Hours and earnings of agricultural workers in England and Wales, 1945/46 to 1960/61

Introduction
Under the Agricultural Wages Act, 1948, which, in 

England and Wales, consolidated earlier legislation on 
the subject, the determination of minimum agricultural 
wages rests with the Agricultural Wages Board. Similar 
legislation and Boards exist in Scotland and Northern 
Ireland. The responsibility for securing the proper 
observance of the Orders of the Board in England and 
Wales is vested in the Minister o f Agriculture, Fisheries 
and Food. For this purpose the Ministry maintains a 
staff of Wages Inspectors who are authorised to enter 
farms and to require employers and workers to furnish 
information about wages paid and the conditions of 
employment.

In addition to their investigations of specific com
plaints of underpayment, Inspectors have undertaken 
since 1945 a regular series o f test investigations on a 
sample of farms selected on a statistically random basis. 
In this sample survey, known as the Wages and Employ
ment Enquiry, about 5,CX)0 agricultural and horti
cultural holdings are visited annually and information 
is collected about some 20,000 regular whole-time and 
5,000 other workers. The visits are spread evenly over 
the year and the information collected relates to the 
four weeks preceding each inspection. The Enquiry 
provides data about each worker’s main occupation, 
hours of work, earnings in cash *and kind, etc. The 
statistical techniques employed in the Enquiry, includ
ing the method of selecting the sample, have been 
described in detail by Palca and Davies(i). A brief 
statement of the average earnings and hours o f agri
cultural workers from this and a similar Scottish 
Enquiry is published half-yearly in the Ministry of 
Labour Gazette. The purpose of this article is to make 
available further information derived from the Enquiry, 
much o f which has not previously been published.

The composition o f the labour force
Farmers record the numbers of workers on farms in 

the quarterly agricultural census. The numbers include 
family workers other than the farmer, his wife and 
schoolchildren, and are analysed into regular whole
time, regular part-time and seasonal and temporary 
workers and by age and sex. The Wages and Employ
ment Enquiry provides additional information about 
the main occupations of hired regular whole-time men 
and the numbers of family workers. Figures from both 
sources are combined in condensed form in Table 1 for 
the years covered by the Enquiry.

It will be seen that after increasing somewhat in the 
early post-war years the agricultural labour force has 
been declining steadily ever since, chiefly as the conse
quence of a reduction of about 35 per cent, in the

number o f regular whole-time workers. Among regular 
part-time and seasonal and temporary workers the 
number of youths has not changed greatly since about 
1950 but there are now more women and fewer men. 
This casual element in the labour force now forms a 
larger proportion of the whole than previously.

The analysis by occupation is based on the classifi
cation of individual workers by Inspectors according to 
the work on which they are primarily engaged. Since 
most farm workers perform a variety o f tasks, the 
classification is likely to be arbitrary on occasions and 
few of the occupational groups will be entirely homo
geneous. Two changes, however, are well-marked; 
they are the replacement of horsemen (who accounted 
for a half of ‘Other stockmen’ in 1945/46) by tractor 
drivers and some decline in the importance o f hired 
general workers, who can be regarded as unspecialised 
but not unskilled.

The contribution of family workers is greater in 
agriculture than in most other industries. In the Enquiry 
they are classified under three heads: (a) most com
monly, as non-hired workers who have no contract of 
service with the farmer and whose earnings and con
ditions of employment, therefore, are not subject to 
inspection under the Agricultural Wages Act; (b) as 
working partners; (c) as hired workers. The first two 
categories account for almost all the numbers of ‘Other’ 
workers given in Table 1. Hired family workers, how
ever, are not distinguished from other hired workers; it 
is estimated that there were about 6,000 o f them in 1960, 
of whom 5,000 were men. Taking all three categories 
together it is estimated that among regular whole-time 
workers in that year, 17 per cent, o f men, 19 per cent, 
of youths and 40 per cent, o f women were family 
workers, the average for all of these workers being 19 
per cent. This proportion has remained fairly constant 
over the whole of the period during which the total 
number of regular whole-time workers has been de
clining.

Hours o f work
'The Agricultural Wages Board prescribes that, the 

weekly minimum wage shall be related to a standard 
week, work in excess of which must be paid for at 
a minimum overtime hourly rate. The hours worked 
before overtime begins are referred to in this article as 
basic hours. In practice basic hours are frequently less 
than the standard week(2). If they are no more than 
three hours short of the standard week the full weekly 
minimum wage must be paid. If basic hours are less 
than this, the minimum amount payable is the number 
of basic hours multiplied by the minimum ordinary 
hourly wage rate. The Enquiry shows that in 1960/61

P ) ‘Earnings and Conditions of Employment in A gricukure ’ . H. Paka and i. G . R. Davies. Journal o f the Royal Statistical Society, Series A 
(General). Vol. C X IV . Part I. 1951.

(*) This can occur either when total hours of work are less than the standard week o r when the contract calls for overtime working to 
begin before the standard hours have been worked.
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when the standard week was 46 hours, basic hours of 
hired regular whole-time men were as follows:

Basic hours

46...
43 or more but 

less than 46 
less than 43

Percerftage 
o f workers 

61

•  •  •

Average basic hours in that year were 45-3 hours.
The contract between farmer and worker commonly 

includes provision for some regular overtime working. 
The sum of basic hours and these contractual overtime 
hours is called the weekly contract hours and the 
corresponding wage is called the contract wage. In 
addition, some non-contractual overtime working is 
called for when the nature of the work entails some 
seasonal variation in labour requirements.

Before 7th April 1946, the standard week for men 
varied from 50 to 53 hours according to county in the 
summer and from 48 to 51 hours in winter, but from 
that date it was prescribed at 48 hours all the year round 
for all workers, except in certain areas. On 13th March 
1949 the standard week was reduced to 47 hours and 
on 22nd February 1960 to 46 hours, at which level it 
now stands. The information about hours worked by 
hired regular whole-time workers provided by the 
Wages and Employment Enquiry is summarised in 
Table 2. These are the hours which would normally 
have been worked in the four weeks preceding the date 
of the inspection, slightly modified by the effects on 
earnings of absence on account of sickness or holidays. 
To the extent that workers are paid less when they are 
absent, the total hours recorded are also reduced. But 
when a worker continues to receive the contract wage 
while absent, for example on paid holidays, the hours 
recorded in the Enquiry are contract hours. This stems 
from the fact that variations in hours worked by way 
either of non-contractual overtime or temporary losses 
of contract hours, are calculated from such adjustments 
to the weekly wage as actually take place. The amount 
of absence which is not accompanied by a deduction 
from wages is not known, so the hours actually worked 
by farm workers cannot be calculated. In being more 
akin to normal than to actual hours worked the figures 
for total hours given in Table 2 are similar, but not 
identical in basis to the half-yearly information col
lected and published by the Ministry o f Labour for 
other industries.

The chief feature of the pattern o f hours shown in 
Table 2 are the high level of contractual overtime 
worked by workers who are predominantly engaged on 
livestock duties and the high level of non-contractual 
overtime worked by those connected with crops. This 
difference reflects the fairly even demand for labour in 
livestock husbandry in contrast to the highly seasonal 
labour requirement in crop husbandry.

The trends in hours worked are shown in the figures 
given in Table 3 for the sixteen years of the Enquiry.
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It emerges that basic hours and contract hours have 
been reduced in conformity with the reductions in the 
prescribed standard week. Non-contractual overtime, 
however, has increased quite significantly with the 
result that total hours have undergone little change 
over the period.

Agriculture, which for the purpose of this article 
includes horticulture, is characterised by a high degree 
of seasonal variation in its activity. In addition, the 
timing o f its operations is much influenced by variations 
in the weather. Average weekly hours of various types 
of regular worker are shown quarter by quarter in 
Table 4. The figures do not reflect the full range of 
variation which is experienced on individual farms both 
within and between years, because they are averages 
covering all types of farms in all parts of the country; 
being quarterly figures they also obscure the month-to- 
month variation. Furthermore, much of the seasonality 
of the total labour requirements is met by the employ
ment o f casual labour. The figures do show, however, 
that the July/September quarter in which the cereal 
harvest occurs is the peak period of work for regular 
labour, particularly for tractor drivers, and that the 
January/March quarter is the slackest period. They 
also confirm the common observation that the cow
man’s hours of work are not only the longest among 
agricultural workers but also the most evenly distri
buted throughout the year.

Average weekly and hourly earnings
From the description already given of weekly hours 

worked by agricultural workers it may be inferred that 
their earnings are an amalgam of several payments. 
Total weekly earnings are analysed into their several 
components in Table 5.

The minimum wage for the standard week of 46 
hours was 160s. from 22nd February 1960 to 1st January 
1961 and 169s. from 2nd January to 25th February 
1962; the average for the year ending 30th September 
1961 was therefore l66/9d. (as shown in Table 6). The 
figures shown for the minimum wage in Table 5 are less 
than this because workers whose basic hours are less 
than 43 (see Hours o f Work above) receive less than the 
full minimum wage.

The following are the weekly minimum wage rates 
prescribed since 1945 for men:

from Bate
4th March 1945 .. . ...................  70/-

14th July 1946 . . . ...................  80/-
31st August 1947 . . . ...................  90/-
13th March 1949 .. . ...................  94/-
12th November 1950 . . .
22nd October 1951 . . . ...................  108/-
18th August 1952 . . . ...................  M3/-
17th August 1953 . . . ...................  120/-
24th January 1955 . . . ...................  127/-
23rd January 1956 .. . ...................  135/-
24th September 1956 . . . ...................  141/-
28th October 1957 . . . ...................  150/-
27th October 1958 . . . ...................  156/-
22nd February I960 .. . ................... 160/-
2nd January 1961 . . . ................... 169/.

26th February 1962 .. . .A. . . .  175/*
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Payments in kind are a long-established custom in 
agriculture. They are not universal in the industry 
however and the average values given in Table 5 are 
depressed by the proportion of workers who do not
receive such payments.

The most important forms of payment-in-kind, the 
proportion of workers who receive them and their 
average value at the rates prescribed by Agricultural 
Wages Orders, are as follows:

Payments in kind to hired regular whole-time men, 
in the year ended 30 September 1961

The variations in weekly earnings per worker as 
revealed by the Enquiry stem chiefly from differences in 
hours o f work and in premiums. Some idea o f the 
range of variation is given by the distributions con
tained in the table below.

Percentoge d/str/faul»on o f hired regular whole-time men in England 
and Wales according to total weekly earnings received,

July-September 1961

Percentage 
of workers 
receiving

Average weekly value

per w orker 
receiving

Board and/or Lodging
Cottage ....................
Milk . . . •  •

ail workers

l/IOd. 
2/9d. 
l/4d.

While non-contractual overtime earnings(i) are 
actually recorded by Inspectors, contractual overtime 
earnings are calculated from recorded hours, using the 
minimum overtime hourly rate. Before 25th July 1955 
two overtime rates were prescribed, a weekend rate 
equivalent to time and a half and an ordinary rate 
equivalent to time and a quarter. Since that date there 
has been a single rate for all overtime equivalent to time 
and a half. The variations in overtime earnings between 
types of workers, shown in Table 5, correspond to those 
in overtime hours which have already been described.

It will be seen that all types of workers receive some 
amount called a premium. This is the difference between 
the wage which is due under Agricultural Wages Orders 
for the basic hours and the contractual overtime hours 
worked, and the contract wage actually received. It may 
be regarded partly as the reward for responsible and 
skilled work or for long service or for long or irregular 
hours, and partly as a means o f attracting and retaining 
labour in the face o f competition from other industries. 
The following proportions of hired regular whole-lime 
men received a premium in the year ended 30th Septem
ber 1961;

Percentage 
receiving 

some premium

Total weekly 
earnings

General
w orkers Cowmen A ll hired 

men

Under 160/- 1-5 0-6 1 -0
l6 0 /-to l6 9 /M  .................... 7-7 5-5
170/-to 179/11 .................... M O 1 ■ 1 . 7-3
180/-to 189/11 .................... 1 0 0 0-6 9-2
l9 0 /-to l9 9 /M  .................... 1 0 4 1-9 8-2
200/-to 209/11 .................... 7-7 1-9 7-8
210/-to 219/11 .................... 9-7 5-9 8-6
220/-to 229/11 .................... 8-6 10-1 8-9
230/-to 239/11 .................... 8 0 10-2 7-3
240/-to 249/11 .................... 5-8 10-3 6 1
250/-to 259/11 .................... 4-4 16-5 6-3
260/-to 269/I I  .................... 3 3 9-4 4-8
270/-to 279/11 .................... 3-4 8-4 4-8
280/-to 289/11 .................... 2-3 3 9 3-1
290/-to 299/11 .................... 1-2 4-5 2-4
300/- and over . . . 5 0 14-7 8-7

T  otal . . .  •. • . . . 100-0 100-0 100-0

Average total weekly 
earnings .................... 218/3 259/11 229/10

General w o rke rs ... 
Bailiffs and foremen 
Cowmen . . .
O ther stockmen . . .  
T ractor drivers . . .  
Market gardeners 
Ancillary workers

72
98
90
88
81
86
88

Percentage 
receiving a 

premium of £1 or 
more per week 

22 
83 
50 
43 
26 
33 
55

Average .. .

The course of total weekly earnings and some o f its 
components since 1945/46 together with a comparison 
between minimum and total hourly wages is shown 
in Table 6.

Compared with the average o f the three years 1915/46 
to 1947/48, the weekly minimum wage increased by 
106 per cent, but the prescribed wage by rather less 
because of reduced contractual overtime working. The 
contract wage actually paid, however, has increased by 
110 per cent, and premiums are now three times what 
they were in the earlier period; they now form an 
addition of 10 per cent, to the prescribed wage com
pared with about 6-5 per cent, after the war. Owing to 
the increase in non-contractual overtime referred to 
earlier, total earnings have increased by substantially 
more than contract wages and now stand 122 per cent, 
higher than in the earlier period.

The fact that the minimum hourly wage has increased 
by more than the weekly minimum reflects the two 
reductions in the standard week. Average hourly 
earnings, however, like total weekly earnings, have 
increased by much more than the minimum rate 
because of increased premiums and overtime earnings.

Ministry o f  Agriculture, Fisheries and Food

(’ ) Non-contractual overtime hours are estimated from these earnings by dividing them by the minimum overtime hourly wage rate.
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APPENDIX
Analysis of numbers of workers returned in June Agricultural Censuses in England and Wales

TABLE I Thousands

Average
I94S-46

June
1947

June
1948

June
1949

June
1950

June
1951

June
1952

June
1953

June
1954

Regular whole-time workers 
Men(*)

Hired:
General workers 186 8 I87'2 207 0 209-1 194 6 193 8 182 4 177-6 171 9
Bailiffs and foremen ... 20 8 22-9 22 5 25 6 23 4 21 8 22-0 21 8 22 9
Cowmen 25-1 29-3 31-1 30'9 32 7 28 6 26 3 25-8 24 9
Other stockmen 49 6 45 1 39 1 40-9 36 9 35-2 34 8 33-5 30 4
Tractor drivers 24-7 32 9 29-5 33 9 42 2 41-0 44'7 42 1 39 9
Market gardeners 18' 1 30-5 28 7 34-2 36 7 32 4 26 9 23-9 25 2
Ancillary 5-2 6 0 12 9 to 8 10 9 10-7 I I I 9 1 7 5

Total ... ... ... 330-3 353-9 370-8 385 4 377-4 363 5 348'2 333 8 322 7
O ther(’ ) ... 37 6 40-1 48 4 52-9 S3 2 54 4 58 6 66-1 64 7

Total ... ... ... 367-9 394 0 419-2 438 3 430 6 417-9 406 8 399 9 387-4

YouthsP)
Hired 75 6 76 0 68 8 68 4 72-4 72 7 62 0 56 8 57 0
Other(*) ... 19 0 19 8 18-5 21'1 20 2 18 8 19-3 18 0 18 4

^OCdl • • • • • • • • > 94 5 95-8 87-3 89-5 92 6 91-5 81 3 74'8 75 4

Females
FH ired ... ... ... 63-5 46 8 42-4 37-7 33-2 27-2 26 9 25 7 24-8
Other(^)............................ 22-7 20-9 23 8 25 8 22 9 17 1 18-7 19-9 17 7

old 1 .«• ••• ••• 86 2 67-7 66-2 63-5 56-1 44 3 45 6 45 6 42-5

Total men 367 9 394 0 4I9'2 438-3 430 6 417-9 406 8 399 9 387 4
Total youths ... 94 6 95-8 87 3 89'5 92 6 91 5 81 3 74-8 75-4
Total females(^) 86 2 67 7 66 2 63'5 56 1 44-3 45 6 45 6 42 5

Total regular whole-time
workers(^)... 548-7 557 5 572-7 591 3 579-3 553 8 533-7 520 3 505 4

Regular part-time and 
seasonal/temporary 
workers(‘)

Mpnf 1 II 76-6 76'4 90 4 96 8 97 5 92-3 95-6 93 8 87-2
Youths ... 9 5 7-5 8 4 9 2 9-6 10-2 10-6 10 4 lO-l
Females ... 56-1 48 0 50 4 47 7 48-3 51 8 62-0 58 6 55-0

Total ... ... ... 142 2 131 '9 149-2 153-7 155-4 154 3 168 2 162 8 152-3

Total all workers(*) ... 771 -7 776 7 740 8 748 6 737 4 708 1 701-9 683 - 1 657 7

Note: Because of rounding, the constituent figures do not always add to the totals given.

{’) ‘Men’ are males 21 and over up to June 1955, but 20 and over afterwards. ‘Youths’ are mates under 21 up to June 1955, but under 20 
afterwards.

(*) These are mainly family workers who were not apparently under a contract of service: no information on their earnings and occupation, 
etc., was therefore available to the inspectors.
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Analysis of numbers of workers returned in June Agricultural Censuses in England and Wales
 ̂ Thousands

June
1955

June
1956

June
1957

June
1958

June
1959

June
I960

June
1961

Percentage cfistr/butions

Regular whole-time workers 1945146 1961
Men(')

Hired;
General workers 149 4 145 9 140-8 132-8 136-0 133 1 125-0 56-5 4 9 0
Bailiffs and foremen ... 21-7 22 7 21 -9 19-5 20-1 19-3 18-4 6*5 7-5
Cowmen ... .*• I 24-7 24-7 23-8 22 3 22-1 19-5 20 4 7*5 8*0
Other stockmen ... 1 31-6 30-0 27 7 28 1 26 7 25-2 24-1 I S O 9-5
Tractor drivers ... | 44-6 41-7 42-9 46 2 46-7 40-7 40-1 7'S 16 0
Market gardeners ... 1 24-9 2 4 0 21 -5 23-1 17-9 24-1 18-5 5-5 7 5
Ancillary ............... I 8 0 6 8 6-0 6-0 6 4 6*3 6 • 9 / '5 2*5

1 ̂ t̂Sl F.*| 304 9 295-8 284-6 278 0 275-9 268 2 253 4 1000 9 0 0 1000 84-5. V FF. F ■
Other(’) ... 61 0 59-6 63-7 59-0 53-5 49-0 46 9 100 15-5

^Ot3l *** 1 365-9 355 4 348-3 337-0 329-4 317-2 300-3 1000 1000

Youths(^) ! 
Hired ... ... • • * 1 55-4 46-6 46-5 48-0 50 8 49-0 45 0 8 0 0 79-0
O ther(*)...............  ••• 17 6 15-6 17 0 14 4 12 9 11 -4 12 1 2 0 0 2 h 0

Total ... ... ••• 73-0 62-2 63-5 62-4 63-7 60-4 57-1 l o o b 1000

Females 1
ired ... .*• ’ **1 23 4 21-8 19-7 18 7 19 5 17-2 15-4 73-5 58‘5

Other(^)............... 16 4 15-4 16-5 14-2 12-3 10-9 10-9 26-5 41-5

Yotal ••• 1 39-8 37-2 36-2 32-9 3 1 8 28-1 26 3 1000 1000

Total men ............... 365-9 355-4 348 3 337-0 329-4 317-2 300-3 67-0 78-0
Total youths ... ... | 73-0 62 2 63 5 62-4 63-7 60 4 57-1 170 I S O
Total females{^) ... 39 8 37 2 36-2 32 9 31 -8 28-1 26 3 16 0 7 0

Total regular whole-time I9 1
workers(^)... ••• | 478 7 454-7 448-1 432-4 424-9 405-7 383-8 1000 1000

Regular part-time and |
seasonal/temporary
workersf*)« / 1 

Men ... ... ’ ’ * 1 87-4 83 2 84-6 82-9 81-8 80 8 77-0 54-0 51 0
Youths ... ••• 1 9-9 8-4 8 8 8-7 8-9 9-8 10 1 7-0 7-0
Females . . •• ••• t 62-7 63-3 65-3 66 6 69 0 65-7 63 9 39-0 42-0

T o t a l ............... 160-0 154-9 158 7 158-2 159-7 156-4 151 -0 1000 1000

Total all workersf®)............... 638-6 609 6 606-8 590-6 584-5 562-1 534-7

(̂ ) For the years 1945/46 to 1950 these figures include, in addition to the numbers shown in the June Agricultural Census, estimates of the 
numbers of Women’s Land Army regularly employed.

(*) These workers were classified together as ‘Casual’ workers before 1955.
(*) For the years 1945/46 to 1950, these totals include Prisoners-of-War and the numbers of Women's Land Army workers not regularly 

employed, which are not shown elsewhere in the cable.
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TABLE 2

Average weekly hours of hired regular whole-time workers
Y e a rs  ended 30 S e p te m b e r

1959/60 1960/61

Basic
hours

Contractual
overtime

Non
contractual
overtime(')

Total
hours

Basic
hours

Contractual
overtime

Non
contractual
overtime(’)

Total
hours

Men
General workers »• 1 45 7 1 4 3-4 50-5 45 4 1-4 3-9 50 7
Bailiffs and foremen ... • • ft 45 7 1 7 2 8 50 2 45 4 1-9 2 9 50 2
Cowmen •»• 45-7 7 4 3-6 56-7 45-3 7 3 3-7 56-3
Other stockmen «»9 45-7 3-3 4 1 53 1 45 3 2 8 4 3 52-4
Tractor drivers • ft« 46 0 1 -0 4 7 5 1 7 45 6 0 6 5-7 51 9
Market gardeners r 9 9 45 4 0 4 3-6 49-4 44 9 0-3 3 2 48 4
Ancillary workers 1 • * 45 3 0 8 5-8 51-9 45 2 0-6 5-7 SI 5

Averoge 4 5 7 1 -8 3 7 51-2 45-3 1-8 4-1 51-2

Youths • • • 45 5 1-4 2-7 49 6 45 2 1-7 2 9 49 8

Females • • • 44-2 i-0 1 8 47 0 43-5 1 0 1 8 46 3

(’) Including time spent on piecework.

TABLE 3

Average weekly hours of hired regular whole-time men
Y e a rs  ended 30 S e p te m b e r

1945/46
1946/47
1947/48
1948/49

1949/50
1950/51
1951/52
1952/53

1953/54
1954/55
1955/56
1956/57

1957/58
1958/59
1959/60
1960/61

(’) Including time spent on piecework.

Hours in the Basic Contractual Contract Non-contractual Total
standard week hours overtime hours overtime(^) hours

48 4 47 4 2 8 50 2 2 9 53-1
48-0 47 3 2 4 49 7 1 7 51-4
48 0 47-3 2-0 49 3 2 1 51 4
47 4 46-9 1 -8 48 7 2 4 5( 1

47 0 46 6 1 9 48-5 2 4 50 9
47 0 46-5 1 -8 48-3 2-7 51 0
47-0 46 7 1-8 48 5 2 9 51 -4
47 0 46-6 1 -8 48 4 2 8 51-2

47 0 46-5 1 -8 48 3 3-3 51-6
47-0 46-5 1 8 48 3 4-1 52-4
47 0 46 5 1-9 48-4 3-2 51-6
47 0 46 5 1 7 48 2 3 9 52-1

47-0 46 4 1 9 48 3 3 5 51-8
47 0 46-4 1-7 48 1 4-0 52-1
46 4 45 7 1 9 47 6 3-7 51 3
46 0 45-3 1 8 47 1 4-1 51-2

J
/
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Csl

I956(̂
1957/58
1958/59
1959/60
1960/61

1956/57
1957/58
1958/59
1959/60
1960/61

1956/57
1957/58
1958/59
1959/60
1960:61

• ••

TABLE 5
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in kind{') 
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Quarterly average total weekly hours of hired regular whole-time men
TABLE 4

1956/57 
1957/58 
1958/59 
1959/60 
1960/61

1956/57 
1957/58 
1958/59 
1959/60 
1960/61

1956/57 
1957/58 
1958/59 
1959/60 
1960/61

1956/57
1957/58
1958/59
1959/60
1960/61

October
to

December

January
to

March

April
to

June

July 
to

September

General workers

Cowmen
56-8

Ancillary workers 
4 9 0  51-3
49- 4 51-9
50- I 52-1
51- 2 51-2
481  531

October 
to

December

January 
to

March

April
to

June

July
to

September

Bailiffs and foremen

Other stockmen 
52-4 53 
51-4 53 
52 0 52 
51-9 53 
51-4 53

54-8

Tractor drivers 
49-1 52-7 56-1 49'4

Market gardeners 
47-2 49 4 52 1

48-8 52-1 55' 1 49'5 46-2 50-3 51 '4
49-3 52-4 56-8 49-5 47-4 50-1 49-6
48-9 51-8 53-9 4 8 0 49-3 48-2 51-7
49-4 53-1 54-7 47-5 47-1 49-0 5 0 0

A ll hired men 
2 51
9 51
2 51
0 51
7 51

TABLE 5

Analysis of average total weekly earnings of hired regular whole-time workers
Y e a r ended 30 Septem ber 1961 Shillings and pence

Men

General
workers

Bailiffs
and

foremen
Cowmen

Other
stockmen

Tractor
drivers

Market
gardeners

Ancillary
workers Average

Youths Females

Minimum wage for basic 
hours:

in cash ................................. 159/- 158/1 154/4 158/11 161/3 162/8 161/6 159/4 98/11 110/7
in kind(*) ... 6/5 7/6 lO/S 6/3 4/11 2/- 3/6 6/1 4/10 2/2

Contractual overtime 7/9 10/3 39/7 15/2 3/4 1/5 3/4 9/7 5/- 4/4
Premium It/- 53/7 25/3 21/9 13/4 16/7 27/II 17/4 8/6 14/1

Contract wage .................. 184/2 229/5 229/7 202/1 182/10 182/8 196/3 192/4 117/3 131/2

Non-contractual overtimef*) 21/4 15/7 20/4 23/8 31/2 17/4 30/11 22/S 10/4 6/11
Other earnings in cash and

in kind ................................. 6d. 6/5 1/9 3/1 6d. 1/9 lOd. 1/6 2d. l/ l l

Total earnings .................. 10612 251/5 251/8 1 228/10 214/6 201/9 228/- 216/3 127/9 140/-

(') Valued at rates prescribed in Agricultural Wages Orders. 
(*) Includes piecework earnings.
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Average minimum wage, earnings and premiums of hired regular whole-time men
Y e a rs  ended 30 Sep tem ber Shillings and pence

Minimum 
weekly 

wage for 
the standard 

week

Prescribed 
weekly 

wage for 
contract 
hours(*)

Premium 
per week

Weekly
contract

wage

Total
weekly

earnings

Minimum 
ordinary 
hourly 

wage rate

Average
hourly

earnings

1945/46................................................. 72/2 76/11 5/9 82/8 88/9 1/6 1/8
1946/47 ................................................. 80/10 86/2 5/10 92/- 96/6 1/8 l/ l l
1947/48................................................. 90/. 95/3 5/7 100/10 106/5 l/IO 2/1
1948/49................................................. 92/3 96/10 6/6 103/4 109/9 l/ l l 2/2

1949/50.................................................. 94/- 99/4 6/10 106/2 112/10 2/- 2/3
1950/51 .................................................. 99/4 104/3 7/3 I I 1/6 119/4 2/1 2/4
1951/52................................................. 108/2 113/4 7/3 120/7 129/6 2/4 2/6
1952/53.................................................. 113/10 119/8 7/11 127/7 136/10 2/5 2/8

1953/54................................................. 120/. 126/8 8/7 135/3 146/9 2/7 2/10
1954/55.................................................. 124/10 131/7 10/2 141/9 157/7 2/8 3/-
1955/56.................................................. 132/8 140/5 11/6 151/11 166/8 2/10 3/3
1956/57.................................................. 141/- 148/6 12/3 160/9 179/8 3/- 3/5

1957/58.................................................. 149/4 157/1 14/. I7 I/I 189/- 3/2 3/8
1958/59.................................................. IS5/7 163/4 14/5 177/9 198/10 3/4 3/10
1959/60.................................................. 158/5 166/8 16/6 183/2 203/8 3/5 4/.
(960/61 ................................................. 166/9 175/- 17/4 192/4 216/3 3/7 4/3

(')  This is the sum of the minimum wage for the basic hours worked and contractual overtime hours valued at the minimum overtime 
hourly rate.
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Extracted from Economic Trends  ̂ No. 101, March 1962.

The index of industrial production: Change of base year to 1958

The new index of industrial production based on 1958 
replaces the index based on 1954 which has been pub
lished monthly since September, 1958. It is desirable 
to re-base and re-weight the index periodically to take 
account of the changes which have taken place since 
the base year in the ‘weights’ used to combine together 
the indices for the different products and to re-examine 
the output indicators. These weights are derived from 
the results of a full census of production, and therefore 
the most suitable years to use as base are those in which 
such a census is taken, as was done in 1954 and 1958. 
The index has been calculated monthly from January 
1958.

This index has been compiled by the Central Statistical 
Office in collaboration with other Government Depart
ments. Its effectiveness as an economic indicator is 
dependent on the receipt of up-to-date output and price 
statistics, and the help given by firms and trade associa
tions is gratefully acknowledged.

The revision of the index has provided an opportunity 
to introduce some improvements and additions to the 
series used, but the changes are few and, except as 
noted below, the description of the index given in The 
Index o f Production: Method o f Compilation (Studies in 
Official Statistics, No. 7) remains unchanged.

The index will continue to be compiled on this basis 
until the results of the next full census of production, 
for the year 1963, are available; it will then be revised 
and reweighted in accordance with those results.

Production series
The number of production and other series used as 

indicators of current output has been increased from 
about 800 to about 880, the increase being mainly to 
cover production of specialised defence equipment. A 
list of the series now being used classified by industry, 
with their relative weights, is given in the Appendix. 
The proportion of the output of industry directly 
covered by indicators has been increased appreciably 
in those industries which had the least coverage; both 
for chemicals and allied industries, and for bricks, 
pottery, etc., it has been increased from about 70 to 
about 75 per cent. For the total of all industries the 
proportion remains at about 90 per cent. As will be 
seen from the Appendix, it has been possible to include 
a few extra series for items whose production has 
increased rapidly in recent years, for example quick 
frozen vegetables, and to make some additional 
allowance for differences in quality, for example 
separate series for synthetic and other fibres are now 
included in the man-made fibres index. For some 
industries input indicators have to be used in place of 
output indicators. There has been little change in the
proportion by ‘weight’ of these indicators in the total 
index.

21
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Weighting
The weight given to each industry is proportional to 

the value of its estimated net output in 1958. The 
estimates were obtained by deducting from the net 
output figures in the census of production for 1958 an 
amount for certain services, such as advertising and 
insurance, rendered by firms outside the field covered 
by the index. This deduction is based on its ratio to the 
net output of each industry derived from the 1948 
census, as no figures for these services were collected 
for the census for 1954 or 1958.

The figures of ‘net output’ used as weights for the 
index relate to the industrial groups, as defined in the 
census. The current indicators of output from month 
to month are, however, mainly figures of output of 
individual commodities, A commodity may be produced 
by more than one industry and in such cases it is 
necessary to ensure that the output figures for this 
commodity get their full weight, and this may mean 
reallocation of the weights between industries. The 
only commodity for which production outside the 
industry of which it is a principal product was con
sidered sufficiently important to make this adjustment 
was iron castings.

Computation and adjustments 
The number and weight of series covering different 

periods are as follows:

Time interval

Weeks
Weekly averages of four and 

five v/eek periods 
Calendar months 
Quarters
Quarters (with alternative 

series for shorter intervals)

No. of Percentoge of
series weight carriedO)

10 7-8 (7-9)

100 2 0-3 (l9 -1)
600(2) 47-2(47-3)(2)

70(3) !6-8(l8-5)(3)

100 7-9 (7-2)

880 100-0

(*) Comparative figures for the 1954 index are shown in 
brackets.

(2) Including a large proportion of the engineering industry 
for which more comprehensive quarterly information is 
also used.

()) Including construction, for which a monthly estimate 
based on employment is included in the index for all 
industries.

As the index purports to show monthly changes in 
production, weekly or monthly series are preferable 
to those for quarters, and as shown above, it has been 
possible to make some increase in the relative weights 
carried by the shorter period series.

Apart from the technical difficulties of incorporating 
weekly, monthly and quarterly figures in the index, 
there are other difficulties arising from the differences 
in the time taken to obtain the basic data from firms and 
organisations. Obviously delays must be expected
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when so many figures have to be provided by firms and 
businesses all over the country and then sent to Depart
ments and the results analysed. In order to issue a 
reliable and up-to-date index of production with the 
least possible delay, efforts are continually being made 
to speed up the receipt of information. The time taken 
in the compilation of the final index is short. An im
pression of the difficulties involved in compiling the 
index is given by the figures below, which show the 
data available at the middle of January 1962 when the 
index for November 1961 was being calculated.

The percentage of information received at mid- 
January 1962 for earlier months was as follows:

Information received ot Percentoge of weight carried
mid-January 1962 for Total Prov/s/ono/(9 FInof

1961 November 78 40 38
October 84 37 47
September 100 8 92
August 100 8 92
July 100 3 97

(9 Including all series based 
which are subject to only

on incomplete returns, : 
slight alteration.

some of

If the index were to be compiled only when all the 
final data for a month become available, there would be 
a delay of three to six months before the index for a 
month could be issued. Inevitably therefore the ad
vantage of early publication must be balanced against 
the disadvantage of subsequent revision owing to the 
receipt of later figures and possible amendment of 
provisional figures already received. At present the 
index is compiled about six to seven weeks after the 
end of the month and, even with this delay, there is no 
guarantee that some further revision in the total index 
may not prove necessary.

Monthly adjustments for seasonal variations
Allowance is made in the original series for variations 

in the normal number of working days in each month 
as before. The resultant series are then adjusted for 
seasonal variations. In 1961 a more detailed method of 
seasonal adjustment was made possible by the use of 
an electronic computer. The first step in the calculation, 
allowing for annual and public holidays remains 
unchanged. An adjustment is made to correct for the 
irregularities in these holidays and the computer is used 
in the subsequent steps for correcting for the remaining 
seasonal variations. The method adopted allows for 
changing seasonality and for modifying extreme items 
among the residual variations, and is designed to 
produce a smoother deseasonalised series. Further 
work on this is being done. An estimate has to be made 
of the current year’s adjustment factors (apart from 
holidays) on the basis of figures for previous years. For 
1961 the factors were assumed to be the same as for 
1960, but this method may be changed in future years 
in the light of experience.

Comparison between the old and the new indices 
The weights of the Standard Industrial Classification 

Orders for the old and new indices on the 1958 base 
are as follows:

Old index(9 New index

Mining and quarrying
per cent. per cent.

6-42 7-17
Food, drink and tobacco 8 42 8-60
Chemicals and allied industries 6-82 6 78
Metal manufacture 6 53 6-85
Engineering and electrical goods 17-19 16-69
Shipbuilding and marine and 2-22 218

engineering
Vehicles 8-66 7-91
Metal goods not elsewhere specified 4-16 4-21
Textiles 6-28 5-82
Leather, leather goods and fur 0-43 0-41
Clothing and footwear 3-11 2-95
Bricks, pottery, glass, cement, etc. 2-76 2-81
Timber, furniture, etc. 1-92 1-99
Paper, printing and publishing 5-57 5-47
Other manufacturing industries 2-29 2 16
Construction 11-80 12-59
Gas, electricity and water 5 42 5-41

100-00 100-00

(9 For comparison with the 1958-based index the I9S4 weights 
for each Order have been multipfied by the index for 1958 
on 1954 base.

The annual figures of the 1954-weighted index have 
been recalculated with the base moved to 1958 in order 
to compare the movements of the old and new index 
from 1958 to 1960. These figures are shown in the table 
which follows. For linking the 1958-based index with 
indices for earlier years the 1954-weighted index is used.

Comparison between old and new index of production

1958 =  100

1959

All industries
Mining and quarrying 
Manufacturing industries 

Pood, drink and tobacco 
Chemicals and allied industries 
Metal manufacture 
Engineering and electrical goods 
Shipbuilding and marine engineer

ing
Vehicles
Metal goods not elsewhere speci

fied
Textiles
Leather, leather goods and fur 
Clothing and footwear 
Bricks, pottery, glass, etc. 
Timber, furniture, etc.
Paper, printing and publishing 
Other manufacturing industries

Old
index

105- 9 
97 3

106- 8
103- 8 
II4-I
104- 4 
106-0

N e w
index

92-9
110-4

93-6
109-3

107-8

107-8

99-8
105- 6 
103-3 
111-5
106- 9 
III-9
107- 0
108- 2
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Construction
Gas. electricity and water

106-0
103-2

105
102

i

All
Mining ̂ d

Cherfl'«»̂

Eng'”®̂

ing,
Vehicle* 
Meta) go 

fied
Textiles
Lead'®*’-
Clothing
Bricks.?
Timber. 
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index the I9S4 weight! 
ultiplied by the index (or I9S8

1954-weighted index have 
ise moved to 1958 in order 
o f the old and ne^v index 
nres are shown in the table 
the 1958-based index with 
)54*weighted index is used.

id new index of pro*ct«"

i9S9

jies

goods
gineer-

Old
index
105- 9 
97-3

106- 8 
103-8 
II4-I 
llH-6 
106-0

New
index
105- 2 
97-4

106- 0
103- 6 
110-7
104- 5
105- 4

92-9
110-4

93-6
109-3

specH

Ifgr

stries

1076
105- 8 
103-6 
110-1 
107-0
106- 2 
105-2 
107-8

99-8
105- 6 
103-3 
111-5
106- 9 
lH-9
107- 0 
106-2

106-0
103-2

105-6
102-6

I960

All industries

Mining and quarrying

Manufacturing industries 
Food, drink and tobacco 
Chemicals and allied industries 
Metal manufacture 
Engineering and electrical goods 
Shipbuilding and marine engineer 

ing
Vehicles
Metal goods not elsewhere specr 

fled
Textiles
Leather, leather goods and fur 
Clothing and footwear 
Bricks, pottery, glass, etc. 
Timber, furniture, etc.
Paper, printing and publishing 
Other manufacturing industries 

Construction 
Gas, electricity and water

Old New
index index

113-2 112-4

94-5 93-9

M 50 114-6
107-4 106-9
126-2 122-5
121-3 121-7
113-9 113-7

84-5 84 8
117-6 117-6

119-0 1(2-2
109-5 110-4
101 -4 101 -6
118 1 119-6
115-7 116 4
110-2 114-0
119-2 119-4
119-3 120-1
112-0 I I M
i l l - 6 MO-5

Some of the most significant changes in the indices 
for individual orders are accounted for as follows:

Chemicals and allied industries
A number of additional series were obtained for the 

important group ‘Chemicals and dyes’ from the 
beginning of 1958 and the 1958 figures were found to 
be too low compared with 1959 and 1960.

23
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Other metal goods
In the index for miscellaneous metal goods, the 

only series promptly available for steel articles is an 
input series of deliveries of steel to this industry. A 
series for steel usage which becomes available after a 
long interval has been used in the new index up to the 
end of 1960. In the old index the use of this series 
was confined to the period before mid-1959; abnormal 
stock movements during 1959 resulted in an inflation 
of that index for 1959 and I960.

Clothing
The sample used for the clothing index was greatly 

enlarged from the beginning of 1959. Changes in 
relative weights account for the higher index for 
1959 and 1960.

Timber
Improved information for the domestic furniture 

index has shown that the figures for 1958 were 
previously too high compared with later years.

GaSy electricity and water
The lower index since 1958 is caused by a lower 

relative weight for electricity, which has had a much 
more rapid rise in output than the other industries 
of this group.

Central Statistical Office
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APPENDIX
L if t  of te rie t and w eights used in the index of industrial production

The series used In the Index of production together with their corresponding weights have been arranged in accordance with the Stondcrd M uttria l 
OasiiftcatiQn and are given in the table below. Unless otherwise stated, the series cover the United Kingdom and relate to production. In those cases 
where the *unit* column of the table shows that the series relate to money values, adjustments have been made for price changes.

Sundard Industrial Classification

Order
Minimum

List
Heading

Industry

It

101

102

103

109

III

211

212

215

216

217

218

Mining and Q u arry in g

Coal mining

Stone and slate quarrying 
and mining

Chalk, clay, sand and 
gravel extraction

Other mining and quarry*
ing

Food. D rin k  and Tobacco

Grain milling

Bread and flour confec* 
tionery

Biscuits

Bacon curing, meat and 
fish products

Milk products

Sugar

Cocoa, chocolate and 
sugar confectionery

Fruit and vegetable pro
ducts

219 Animal and poultry foods

Series

Coal mined:
Bituminous: unscreened

large 
graded
treated smalls 
untreated smalls

Anthracite 

Cement

(Great Britain)

China clay 

Iron ore
Tin ore (metal concent)
Salt
Indigenous crude and shale oil 
Gypsum (excluding anhydrite) 

(Great Britain)

Wheat milled 
Oats milled

Breakfast cereals 
Compound feedingstuffs by 

provender millers and com«> 
pounders

Flour for bread

Flour for flour confectionery

Biscuits

Usage of pig carcases

Canned meat 
Canned fish
Fresh white fish for quick 

freezing
Herrings for curing

Butter (excluding farm pro
duction)

Butter consumption 
Cheese
Condensed milk 
Milk powder 
Ice cream

Raw sugar from home-grown 
beet

Refined sugar from imported 
and home-grown raws

Sugar confectionery 
Chocolate confectionery 
Chocolate couverture. cocoa 

powder and drinking 
chocolate

Jam and marmalade 
Table iellies
Canned and bottled fruit 
Canned vegetables 
Frozen vegetables 
Pickles, sauces, etc.
Canned soups

Compound feedingstufb by 
provender millers and com
pounders 

Cat and dog foods

Period
of

series

Weekly

Four/five
weekly

Quarterly

.»

Weekly
Monthly

<.

Weekly 
Four/fIve 
weekly 

Four weekly 
Four/five 
weekly

Monthly

Four weekly 

Weekly 

Quarterly

•I

Four/five
weekly

Monthly

Four/five
weekly

Four/five
weekly

•I

Four 
weekly 

Quarterly

Four weekly 
Quarterly

»•

Four weekly 
Quarterly

Four/five
weekly

II

Unit

Thousand cons

Thousand tons

Thousand cubic 
yards

Thousand tons

Thousand tons 
Tons 

11
Thousand cons

I*

Thousand tons
Ir

Index

ti

Thousand tons 

Thousands 

Thousand cons

i»

Thousand tons

Gallons

Thousand tons

Thousand tons

Thousand tons

Thousand cons

Tons

24

Weight
per

1.000

71 73

417  
17 09 
14 63 
16 07 
10 47
1 32

2 88

3 14

0 78 
0 06

85 98

3 91 
0*22

0 81 
I 21

0*57 
0  20 
0 37

2 58

3-64

5 09

4 02

0  66

Remarks

Estimated net output in 1958, £708 9 million

Estimated net output in 1958. £849 7 million

Input
Input

Input

Input

Input

Input: based on milk usage

Representing butter blending 
Input; based on milk usage

Index comprising two separately weighted 
series

Refined equivalent

Despatches

Index comprising 2 separately weighted 
series

-CO
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Standard Industrial Classification

Order

IM
(contd.)

f

IV

Minimum
List

Heading

229

231

239

240

261

262

Industry

Food industries not else* 
where specified

Brewing and malting

Other drink industries

Tobacco

Chem icals and A llied  
Industries

Coke ovens and manu 
factured fuel

Mineral oil refining

^ btitd Ofl (nilk

tsefltrni bvtx^
unit 1

les

263

271/3

Lubricating oils and 
greases

Dyestuffs

Fertilizers and chemicals 
for pest control

Other chemicals

272/1 Pharmaceutical prepara* 
tions

272/2

273

274

Toilet preparations

Explosives and fireworks

Paint and printing ink

•

a *

A P PE N DIX—con tin ued

Series

Margarine

Compound cooking fat 
Maize starch 
Glucose
Raw coffee used in extracts 

and essences 
Wheat milled 
Oats milled

Flour for bread and flour 
confectionery

Beer

Potable spirits

Cider
British wines
Soft drinks: concentrated

unconcentrated

Unmanufactured tobacco 
entered for home industrial 
consumption less waste 
returned

Coke from coke ovens

Coal consumption by low 
temperature carbonisation 
plants

Coal consumption by briquet* 
ting works

Aviation and motor spirits 
Industrial and white spirits 
Burning oil 
Vaporizing oil 
Gas and diesel oils 
Fuel oil
Lubricating oils 
Bitumen 
Paraffin wax 
Propane and butane 
Other gases and refinery 

products

Lubricating oils (United King* 
dom refineries)

Synthetic dyestuffs

Basic slag 
Superphosphate 
Sulphate of ammonia 
Compounds

Crude tar distilled 
Crude benzole refined 
Colours

Other pigments 
Penicillin

Salicylates
Insulin
Inorganic chemicals

Organic chemicals 
Other chemicals, gases, etc.

Prescriptions dispensed (Eng* 
land and Wales)

Exports of certain drugs, 
medicines, etc.

Toilet preparations and per* 
fumery

Industrial explosives 
Propellents and explosives

Emulsion paints, other water 
paints. cellulose based 
paints, other paints and 
enamels, varnishes, thin* 
ners. mastics

. a .

Period
of

series

Four/five 
weekly

«»

* »

Quarterly

Weekly
Four/fjve
weekly
Monthly

Monthly

Monthly

Monthly

Four/five
weekly
Monthly

• «

Monthly

Monthly

Monthly

Monthly

Quarterly
* •

Monthly
Four/five
weekly

Quarterly
».

Monthly

Monthly

. »

Monthly

Monthly
Quarterly

Monthly

25

Unit

Thousand tons

. »

Tons

Thousand tons
M

Index

Million bulk 
barrels

Million proof 
gallons

Thousand gallons

Million gallons
>«

Million lb

Thousand tons

»•

««

Thousand tons

Thousand tons

Million lb.

Thousand tons

Thousand cons 
Million gallons 

Cwts.

Tons
Thousand mega 

units 
Lb.

Million units 
Various

quantitative units

Pence 

6  thousand

C thousand

Short tons 
Index

£  thousand

Weight
per
UI I I

3 07

14 68

1 14
2 08

8 57

67 83

1

3 51

3 35

2 18

2 32

3 33

0 80

I 07

5 68 
8 48

I 99

2 98

6 20

Remarks

4 I

K ) 1
f.

Input

Input
Input

Index for Heading 212

Input

Estimated net output in I9S8. £670 4 million

Input

Input

Comprising 19 separately weighted series

Input

Comprising 14 separately weighted series

Comprising 6 separately weighted senes

Input
Sales by manufacturers comprising S 

separately weighted series 
Comprising 3 separately weighted series

Comprising 3 separately weighted senes

Comprising 60 separately weighted series. 
Up to December 1958 only 17 series 
were included

Cost of ingredients deflated 

Exports lagged one month and deflated

Sales by manufacturers deflated. Senes 
quarterly up to December 1958

Index of quantities produced in War Office 
and Agency factories comprising 7 
separately weighted series

Sales by manufacturers deflated, adjusted 
quarterly by 8 separately weighted 
series of quantities sold

\
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APPENDIX— contmued
Standard Industrial Classification

Order

IV
(contd.)

Minimum
List

Headinf

275/1

275/2

276

277/1

277/2

311

Industry

Vegetable and animal oils 
and fats

Soap, detergents, candles 
and glycerine

Synthetic resins and 
plastics materials

Polishes

Gelatine, adhesives, etc.

M eta l M an u factu re

Iron and steel (general)

312 Steel lubes

313 Iron castings, etc.

321 Light metals

322 Copper, brass and other 
base metals

2 6

At

Period Weight
Series of Unit per

series 1.000

Oilseeds and nuts crushed Four/five
weekly

Thousand tons 0  e i

Refined deodorised oil:
hardened «. ii 0 22
unhardened «» I t 0 25

Compound feedingstuffs by t i 0 61
provender millers and com* 
pounders

Soap Monthly Thousand tons 2 12
Detergents I t 1 > 1 63

Thermoplastic materials Quarterly Tons 3 24

Thermosetting materials «* M 1 3-4

Floor and furniture, leather. Quarterly Thousand cwc. 0 93
metal, stove and other 
polishes

Bone and hide glue, technical. Quarterly Tons 0 S3
edible and photographic 
gelatine

r 68 47

Pig iron Weekly Thousand tons 6 07
Wrought iron: finished Four/five

weekly
Tons 0 02

semi*fmished • 1 1 1 0 02
Steel ingots and castings Weekly 1
Finished steel Four/five

weekly
f  Thousand tons 30 59

Steel tubes: alloy Four/five
weekly

Thousand tons 1 67

non-alloy *. *« 5 01

Refined and cylinder iron Four/five
weekly

Tons 0 07

iron castings including engi
neers' castings from Orders

M Thousand tons II 55

VI. VII and VIII

Aluminium:
virgin ingots Monthly Tons 0 09
secondary ingots I t I t 0 23
sheet and scrip t t I t f 63
extrusions • t I t 0 68
foil «1 I t 0 49
castings t t •1 1 64

Magnesium:
0 07toul (including alloys) « 1 I t

castings * * « • 0 25

Copper:
Tons

..

total refined Monthly
wire rods t » M

2 65rods, bars and sections 1 * . .

sheet scrip and plate I I « t

tubes * * M M

Brass and other copper base
alloys:

total refined Quarterly I t

rods, bars and sections Monthly t l

3 24sheet strip and plate * . •  .

tubes 1 1 . .

castings and miscellaneous t i ! • .

Lead:
refined • t . .

consumption of scrap . 1 t l

and remelted 
consumption for sheet t i « • .O  47.

and pipe
consumption for shot « 1 « l

consumption for foil and • 1 •  I

collapsible tubes
Zinc: A

slab zinc • I t l 11
consumption for rolled 

zinc
1 1 1 >

1•0 77
consumption for alloy I t M

diecastings •

Tin: •
metal 1 1 t l

consumption for solder • « • •

Nickel:
metal t t t l

>  1 26.consumption of nickel * • M

metal
White metal:

tin consumption for • » * 1

white metal .

Remarks

Input

Sales by larger manufacturers

Sales by manufacturers, comprising 15 
separately weighted series. Monthly 
series also used from January 1961 

Sales by manufacturers, comprising 10 
separately weighted series

Sales by manufacturers, comprising 3 
separately weighted series

Comprising 3 separately weighted series

Estimated net output in I95S. £676 *7 million 

Covers part of Heading 313

Adjusted quarterly by the British Iron and 
Steel Federation index (Steel—<rude. 
semi f̂mished and finished, excluding 
tubes) comprising 42 separately weighted 
items

Adjusted quarterly by 6 separately weighted 
groups of items

Input
Input

Input

Input

Input

yi

H i t " '" ''
Li**

i

w.

c« •.

331

33J

333

33i

337

339,1

339;

339;

339,'

34lf

341,1

342

349

3SI/I

351/4

3S2
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APPENDIX— continued
Standard industrial Classification

Minimum 
Order | List

Heading

VI

331

332

333

336

337

339/5

339/6

341/1

341/2

342

349

351/i

to■k •

, .*

Industry

Enfineering  and E lec
trica l Goods

Agricultural machinery 
(except tractora)

Metal-working machine 
tools

bngineers* small toolsand 
gauges

Industrial engines

Textile machinery and 
accessories

Contractors* plant and 
Quarrying machinery

Mechanical handling 
equipment

Office machinery 

Mining machinery

Printing and bookbinding 
machinery

Refrigerating machinery

Series
Period

of
series

Agricultural machinery (ex
cept tractors)

Monthly

Metal-working machine tools 
and welding machinery

Monthly

Engineers* small tools and 
gauges

Monthly

Industrial engines

Textile machinery and acces
sories

Monthly

Monthly

Contractors* plant and quarry* 
tng machinery

Monthly

Mechanical handling equip
ment

Monthly

Office machinery 

Mining machinery

Monthly

Monthly

Space-heating, ventilating 
and air-conditioning 
equipment

Pumps, compressors, etc.

Scales and weighing 
machinery

Portable power tools

Other machinery except 
electrical machinery

Boilers and boHerhouse 
plant

Other industrial plant 
and fabricated steel
work

Ordnance and small arms

Other mechanical engin
eering

Photographic equipment

351/3 Spectacles, etc.

351/2 Optical instrumena

351/5 Other scientific instru
ments and equipment

351/4 Surgical. denul and 
veterinary instrumenu 
and appliances

352 Watches and clocks

Refrigerating machinery

Space-heating, ventilating and 
air<onditioning equipment

Monthly

Monthly

Pumps and industrial valves 
A ir and gas compressors and 

exhausters
Monthly

Food and drink machinery 
Packaging machinery 
Steel and non-ferrous metal 

rolling mills
Other machinery except elec

trical machinery

Monthly

Water tube boilers 
Shell boilers and boilerhouse 

plant
Monthly

Iron, steel and non-ferrous 
metal works plant other 
than rolling mills 

Chemical plant 
Other industrial plant and 

fabricated steelwork

Monthly

Ordnance and small arms 

Ordnance and small arms

Monthly

Quarterly

Other mechanical engineer
ing

Monthly

Photographic and cinemato
graphic apparatus including 
parts and accessories 

Sensitized paper, films and 
plates

Quarterly

Monthly

Ophthalmic lenses Monthly

Scientific and industrial in 
strumenu and apparatus

Monthly

Watches
Clocks including car clocks 

and time recorders

Monthly

Unit

Index

Index

Index

Index

Index

Index

Index

Index

Index

Index

Index

£ thousand

Thousand square 
feet

Thousands

£ thousand

£ thousand

Weight
per

1,000

166 68

215

6 33

4 92

2 68

4 33

7 09

13 82

3 91

II 88

21 52-<

3-14

6 76

0 26 
0 44

Remarks

Estimated net output in 1956. £1,649*2

Engineering and electrical goods index 
from April 1959. Previously 9 quarterly 
series of production by number

Engineering and electrical goods index

Engineering and electrical goods index

Engineering and electrical goods index 

Engineering and electrical goods Index

Engineering and electrical goods index

Engineering and electrical goods index

Engineering and electrical goods index 

Engineering and electrical goods index 

Included with Heading 339/8

Engineering and electrical goods index 

Engineering and electrical goods index

Engineering and electrical goods index

Included with Heading 339/8

Included with Heading 339/8

Engineering and electrical goods index. 
Includes Headings 339/2. 339/6 and 
339/7

Engineering and electrical goods index

Engineering and electrical goods index

Index comprising 117 separately weighted 
items of quantities delivered 

Index comprising 2 separately weighted 
series of value of deliveries deflated

Engineering and electrical goods index

Value of deliveries deflated

Comprising 3 separately weighted series; 
adjusted annually by value of deliveries 
CO take account of increase in proportion 
of colour films, etc.

4 and 5 week periods until November 1959

Value of deliveries deflated

Assumed to move with Headings 3SI/2 
and 351/5

Value of deliveries deflated

27
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S tandard In d u s tr ia l C lass ifica tion

M in im u m  
O rd e r  | L ist

Heading

V )  I 361 
(contd.)

364

365

369

VM

370

v n i

381

382

383

384

385

389

I X

391

392

393

In d u s try

E le c tr ica l m a ch in e ry

Insu la ted  w ire s  and cables

T e leg raph  and te le p h o n e  
apparatus

R adio and o th e r  e lec
t ro n ic  apparatus

D o m e s tic  e le c tr ic  appli^ 
ances

O th e r  e le c tr ic a l goods

S h ip b u i ld in g  a n d  M a r in e  
E n g in e e r in g

S h ip b u ild in g  and m arine  
e n g in e e rin g

V e h ic le s

M o to r  veh ic le  m anufac
tu r in g

M o to r  cyc le , th re e -w h e e l 
veh ic le  and pedal cycle 
m a n u fa c tu rin g

A irc ra f t  m a n u fa c tu rin g  
and re p a ir in g

Locom o tives  and ra ilw ay  
tra c k  e q u ip m e n t

R a ilw ay carriages and 
w agons and tram s

P e r a m b u la to r s ,  h a n d  
tru cks , e tc.

H ecaJ G o o d s  n o t  e lse 
w h e r e  S p e c if ie d

T o o ls  and im p lem en ts

C u tle ry

See be low

APPENDIX— continued

Series

R o ta tin g  e le c tr ic a l m achines 
S w itch g e a r and c o n tro l gear 
T ra n s fo rm e rs  fo r  lig h tin g , 

h e a tin g  and p o w e r 
O th e r  e le c tr ic a l m a ch in e ry

Insu la ted  w ire s  and cables

T e le co m m u n ica tio n s  e q u ip 
m e n t

E le c tro n ics  in d u s try  (c iv il)  
E le c tro n ics  in d u s try  (de fence)

E le c tro n ics  in d u s try  (defence) 
G ra m o p h o n e  re co rd s

D o m e s tic  e le c tr ic  appliances

E le c tr ica l e q u ip m e n t fo r  
m o to r  veh ic les, cycles and 
a irc ra ft

P r im a ry  b a tte r ie s  
Secondary b a tte r ie s  (accum u

la to rs )
E le c tr ic  lamps 
O c h e r e le c tr ic a l goods

N ava l s h ip b u ild in g  and ship 
re p a ir

M e rch a n t s h ip b u ild in g  and 
sh ip  re p a ir  

M a rin e  e n g in e e rin g

Passenger cars:
1,000 c.c. and u n d e r 
o v e r  1.000 c.c. b u t n o t 

o v e r  1.600 c.c. 
o v e r  1.600 c.c. b u t n o t 

o v e r  2 .800 c.c. 
o v e r  2,800 c.c.

C o m m e rc ia l veh ic les:
u n d e r IS cw ts . ca rry in g  

capacity
15 cw ts . b u t n o t o v e r  3 

tons c a rry in g  capacity  
o v e r  3 to n s  b u t n o t o v e r 

6  to n s  c a rry in g  capacity 
o v e r  6  to n s  c a rry in g  

capac ity
om n ibuses, coaches and 

t ro l le y  buses
W he e le d  tra c to rs  o f 10 b e lt 

ho rse  p o w e r and o v e r
C o m p o n e n ts  and accessories 

fo r  m o to r  vehicles

M o to r  cycles: 
m opeds 
scoo te rs
o th e r  m o to r  cycles 

T h re e -w h e e l veh ic les 
Pedal cycles
C o m p o n e n ts  and accessories

U n ite d  K in g d o m  Service a i r  
c ra ft

O th e r  a irc ra ft and parts

E m p lo ym e n t (G re a t B rita in )

E m p lo ym e n t (G re a t B rita in )

P eram bu la to rs  
Bed fo ld e rs  
Push chairs

Too ls  and im p lem en ts

D o m e s tic  c u t le ry  and scissors 
Razor ho lde rs , safety 
Razor blades, safety

P eriod
o f

series

M o n th ly

M o n th ly

Q u a r te r ly

^ M o n th ly

Q u a r te r ly
M o n th ly

M o n th ly

M o n th ly

M o n th ly

I  >

F o u r/five
w e e k ly

«v

M

«•

•  I

M ontf> ly

••

M o n th ly

• •

M o n th ly

«•

M o n th ly

M o n th ly

M o n th ly

M o n th ly

Q u a rte r ly
< .

28

U n it Remarks

Index

Index 

C thousand

Index

Index
N u m b e r

Index

Index

Index

« .

•  *

N u m b e r

C thousand

N u m b e r

» •

£ thousand

Index

Thousands

£ thousand

£ thousand 
Thousands

, »

25 09

21 78

0  72

0 05
0 74
1 24

*36 73

0  30 
0  05 
0  09

I 92

20 54 E ng ineering  and e le c trica l goods index

E ng ineering  and e le c tr ica l goods index 

Value o f d e live rie s  defla ted

Indices com pris ing  8  separate ly w e igh ted  
series o f q u a n titie s  p roduced  and 5 o f 
values p roduced o r  e x p o rte d  defla ted 

Index based on  value o f d e live rie s  defla ted 
C o m p ris in g  3 separate ly w e igh ted  series

4 67 E ng ineering  and e le c tr ica l goods index

9 *30 E ng ineering  and e le c tr ica l goods index

21 *78 Estim ated n e t o u tp u t in  1958. £215-2 m illio n

79 08 Estim ated n e t o u tp u t in  1958, £781 *5 m illio n

Engine size g roup ings w e re  s lig h tly  dif* 
fe renc be fo re  I960

Value o f de live ries  deflated

Value o f de live ries  deflated

Indices com pris ing  101 separate ly w e igh ted  
series o f q u a n titie s  p roduced  and 6 o f
values p roduced o r  e xp o rte d  defaced

A d jus ted  fo r  annual and pub lic  holidays

A d jus te d  fo r  annual and pub lic  holidays

42 13 Estim ated n e t o u tp u t in  1958, £416 4 m illio n

Sales by m anufacturers defaced 
q u a rte r ly  up to  D ecem ber 1958

Series

Sales by  m anufacturers deflated 
Sales by m anufacturers

jt
f-

Si

393

399

411

412

41]

414

4IJ

415

417
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APPENDIX— continued
Standard InduscHal C laasirication

O rd e r

IX
(coned.)

M in im um
Lise

Heading

Series
In d u s try

394 W ire  and w ire  manu* 
fa c tu re rs

395 Cans and m eta l boxes

396 Je w e lle ry , p la te  and re* 
fin in g  o f p rec ious 
metals

393 B o lts , nuts, screw s, r iv e u ,  
etc.

399 M eta l in d u s tr ie s  n o t else* 
w h e re  specified

T extiles

411 P ro d u c tio n  o f man*made 
fibres

412 Spinn ing and d o u b lin g  o f 
c o tto n , fla x  and man* 
made fib res

413

414

415

416

417

W eaving  o f c o tto n , linen 
and man*made fib res

W o o lle n  and w o rs te d

Jute

Rope, tw in e  and net

H os ie ry  and o th e r  k n itte d  
goods

Steel w ire  ro d s  and bars: 
non a lloy  
a llo y

C o p p e r base a llo y  w ire

C o n s u m p tio n  o f h igh  conduc* 
t iv i t y  c o p p e r w ire  rods

T in p la te  co n su m p tio n  
A lu m in iu m  co n su m p tio n

J e w e lle ry  and p la te

S tee l d e live rie s

S tee l d e liv e r ie s  to  m eta l 
fu rn itu re ,  m e ta l w in d o w s  
and d o o r  fram es, d ro p  
fo rg ings , e tc ., in d u s tr ia l 
and d o m e s tic  h o llo w *w a re  
and m eta l in d u s tr ie s  n o t 
e lsew here  specified 

A llo y e d  co p p e r p ro d u c ts  (e x 
c lu d in g  w ire ,  c o p p e r sul* 
phate, castings and m is* 
ce llaneous uses)

Despatches to  consum ers o f 
fab rica ted  a lu m in iu m  fo r  
h o llo w -w a re

Man*made fib re s : 
C o n tin u o u s  fila m e n t ya rn : 

s y n th e tic  
o th e r

S u p le  f ib re : 
s y n th e tic  
o th e r

S ingle ya rn : 
C o tto n :

up  to  26*s

27*$ to  80 s 
o v e r  80*s 
w aste yarns

M an*m ade f ib re  and m ix tu re  
yarns

D o u b le d  ya rn :
C o tto n :

up  to  26*s 
27*s to  80*s 
o v e r 80*$

O th e r  yarns

Linen piece goods: 
G re a t B rita in

N o r th e rn  Ire land

C o tto n  c lo th s :
surg ica l dressings

o th e r  c o tto n  c lo th  
M an-m ade f ib re  and m ix tu re  

c lo th s :
ty re  c o rd  and fa b ric  
o th e r

W oollen  yarn (fib re  
sumed)

W orsted yarn
T o p  m aking
W oven w oo llen  fabrics

con<

W o ve n  w o rs te d  fabrics 

Ju te  yarn 

Ju te  c lo th

A g r ic u ltu ra l tw ines  
O th e r  tw in e  ropes and cords 

and lines o f hard hem p

H o s ie ry

P eriod
o f

series

F o u r/five
w e e k ly

»(
M o n th ly

«•

M o n th ly

Q u a r te r ly

F o u r/five
w e e k ly

Four/five
w eekly

M o n th ly

«»

M o n th ly
•I

F o u r/five
w e e k ly

Q u a r te r ly

Four/five
w eekly

«»

M o n th ly

I »

Four/five
w e e k ly

. »

M o n th ly

M o n th ly

U n it

Thousand  tons 2 82

11 0  08
Tons 0 25

Thousand tons 0 90

Tons
»«

} - 2  30

£ thousand 2 22

Tons

Tons

<»

Thousand lb.

M iM ion lb.

Thousand 
square yds. 
Thousand 
lin e a r yds.

M illio n  
lin e a r yds.

M ill io n  lb.

M illio n  
square yds.

« I

Tons

. .

Tons
t .

C thousand

29

W e ig h t
p e r

U
Rem arks

>•30 26 •<

58 IS

2 08 
0  83

I 90

0  56 
0  34 
0  06 
0 54

2 4 1

0  34 
0  61

8 11

m

In p u t: re p re s e n tin g  iro n  and stee l w ire  and 
iro n  and s tee l w ire  m a n u fa c tu re rs

R ep resen ting  brass w ire  and brass w ire  
m anufactu res

In p u t; re p re s e n tin g  c o p p e r w ire  and co p p e r 
w ire  m anufactu res

In p u t. A  s ing le  q u a r te r ly  series o f  t in p la te  
co n s u m p tio n  used up to  D e ce m b e r 1958

Sales by  m a n u fa c tu re rs  de fla ted

In p u t. Q u a r te r ly  series o f s tee l consum p 
t io n  also used up to  D e ce m b e r I960

In p u t. Q u a r te r ly  series o f s tee l consum p 
t io n  also used up  to  D e ce m b e r 19M ).«•

In p u t

In p u t

E stim a ted  n e t o u tp u t  in  1958. £575 7  m ill io n

F rom  January 1961 th e  g ro u p in g  o f c o tto n  
co u n ts  rev ised  to :  

up to  20's 
2 l ' s t o  56*$
57*s and o v e r

C ove rs  p a rt o f  H ead ing  412

C ove rs  H ead ing  422/1

In p u t

D e live rie s

D e live rie s

D e live rie s

C ove rs  H eading 422/2, hence p a rtly  in p u t

D e live rie s

Sales by m anu fac tu re rs  de fla ted . A d ju s te d  
q u a r te r ly  by 6 separate ly w e ig h te d  series 
o f m a n u fa c tu re rs ' safes de fla ted :

* £ *
♦

I * II .
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APPENDIX— continued

Standard Induitrial Oaaaification

Order

X I I I
(contd.)

X IV

X V

, ,»

Series
Industry

Bricks, fireclay and refrac
tory |oods (centd.)

Stoneware pipes (Great 
Briu in)

Other unf lazed tiles including 
quarry tiles (Great Britain)

Pottery Electrical ware
Glazed cites (Great Britain)

China
Earthenware, stoneware, jet 

and Rockingham

Period Weight
of Unit per

series

Monthly Thousand tons 0 17

M Thousand 0 10

Monthly

square yds. 

£ thousand 0 47
Thousand 0 93

,1 
■ 1

square yds. 
£ thousand

* t I 2  24

Remarks

Sales by manufacturers deflated

Sales by manufacturers deflated

Glass Plat tiaas
Domestic and fancy glaasware

Monthly
Four/five
weekly

Index
£ thousand

Illuminating glassware

Tubing and rod, scientific and 
ma^inery glassware

«« «*

Cement

Building materials, etc., 
not elsewhere specified

Glaas containers 

Cement

7 33

Concrete roofing tiles (Great 
Britain)

Plasterboard (Great Britain)

Plaster (Great Briu in ) 
Asbestos cement goods (Great 

Britain)

Abrasives Bonded abrasives including 
diamond abrasives 

Coated abrasives

Timber» Furn itu re , etc.

Sawmilling, etc.

Thousand gross •

Four/five Thousand cons 6 30
weekly
Monthly Thousand squares 0 71

*« Thousand 
square yds.

1 01

,, Thousand tons 0 81
Four/five 1 ,• 1 1 52
weekly

Quarterly £ thousand 0  7 4

*• 1 1 0  25 

19 9S

Index of quantities produced 
Sales by manufacturers deflated

Sales by manufacturers deflated. From 
January 1959 includes glass bulbs for 
electric lamps, radio valves and cathode 
ray cubes

Sates by manufacturers deflated. Senes 
available from January 1959 

Comprising 7 separately weighted senes

Partly input

Sales by manufacturers deflated

Estimated net output in 1958. £197 *2 million

Hardwood: home grown
imported

Softwood: home grown
imported

Plywood
Pitwood

Monthly Cubic feet

Furniture and upholstery

Chipboard 

Domestic furniture

Four/five
weekly

Sundards 
Cubic metres 

Standards

Monthly

Tons

£ thousand

>2 97 <

Input

Input; sundards of 165 cubic feet 

Sundards of 180 piled cubic feet

7 81 Deliveries by manufacturers deflated ad 
justed quarterly

Bedding, etc. Mattresses, divans, bolsters 
and pillows

Quarterly £ thousand I 04 Sales by manufacturers deflated

Other woodwork for 
buildings

Hardwood: home grown
imported

Monthly 
1 '*

Cubic feet 
«»

1 ♦

Shop and office fitting

1 ‘

Softwood: home grown 
imported 1 **

1 * * 1
1 * * 

Standards
7 13-

Wooden conuiners and 
baskeu

Miscellaneous wood and 
cork manufactures • 1 V

Input
Input ..'
Input
Input; sundards of 165 cubic feet

Paper. Printing and Pub* 
liih ing

Paper and board

Cardboard boxes, car
tons and fibreboard 
packing cases

Manufacturers of paper 
and board not else
where specified

Printing, publishing 
newspapers and 
periodicals

of

S4 66

Newsprint Four/five
weekly

Tons 1 02

Other uncoated printing and 1 ** 1 «, 1 2 98
writing paper

1 89Wrappings M 1 ». 1
Tissue 1 (• 1 ., 1 0 63
Other paper 1 "  1 .« 1 0 83
Packaging board 1 1 * * \ • 70
Other board 1 ** * * \ 0 70

Folding boxboard delivered Four/five Tons 4 59
from mills plus imports weekly 

and monthly
.
Consumption of newsprint by Four/five Tons

publishers weekly

Estimated net output in 1958. £540 2 million

Input

Other printing, publish
ing. bookbinding, en
graving, etc.

Selecud items of paper and 
board including wallpaper 
base, plus imports of krafe 
and ocher machine glazed 
paper

4032

Input; covers part of Heading 486

Input; covers Headings 483 and 489 and 
part of 486

31

'4^

^ -

.Mia



-V*:

\'i

L̂ 1
fcSJVW .̂ 

ii> • ̂  •
i t

g t e
'̂ ■4 -.'v.

Kf-

■; * ; :- M  >1̂

1 \ .TrixV .

t.
;3^ *•̂•1

•:>!

1 ? :•«
5; i'.ii 'K

Nv:*;

I-; ;X'*
r

APPENDIX— continued

Order

Standard Industrial Classiftcation

Minimum 
List

Heading
Industry

X V I O th e r  M anufacturing  
Industries

491 Rubber

492 Linoleum, leather cloth, 
etc.

493 Brushes and brooms

494 Toys, games and iporu 
equipment

495 Miscellaneous stationers* 
goods

496 Plastics moulding and 
fabricating

499 Miscellaneous manufac-
turin f industries

X V II Construction

soo Construction

X V H Gas» E le c tr ic ity  and 
W ater

601 Gas

602 Electricity

603

601-603

Water supply

Construction by gas. elec
tricity and water 
undertakings

Series
Period Weight

of Unit per
series 1.000

21 sa

Tyres and tubes 
Rubber for other uses (except 

cables)

Monthly
«•

Linoleum Quarterly

Printed felt base 
Leather cloth

Brushes and brooms

Toys and games 
Sports equipment

Quarterly

Quarterly

Pens and pencils 
Tissue for carbonising

Quarterly
Four/five
weekly

Plastics materials consumption Quarterly

Pianos
Transparent regenerated cellu-| 

lose film 
Matches

Monthly
Quarterly

Monthly

Construction (Great Britain) Quarterly

Construction (Northern Ire
land)

Monthly

Gas made at gu works (Great 
Britain)

Coke produced at gas works 
(Great Britain)

Gas (Northern Ireland)

Four/five
weekly

Monthly

Electricity generated (Elec
tricity Boards only; Great 
Britain)

Electricity (Northern Ireland)

Employment (Great Britain)

Construction by gas. elec
tricity and water under
takings (Great Briu in )

Monthly

Quarterly

32

Number
Toni

Thousand 
square yds.

£ thousand 

£ thousand
•»

£ thousand 
Tons

Tons

Number
Tons

Number

Index

Index

Million therms 

Thousand cons 

Index

Million kWh

Index

Index

I 53

0 99

h 76  
0 66

3 11

>2 S3

115 95

123 66

2 29

54 07

Remarks

Estimated net output in 1958. £213-3 million

Comprising 7 separately weighted series 
Input

Sales by manufacturers

Sales by larger manufacturers deflated

Sales by manufacturers deflated 
Sales by manufacturers deflated

Sales by manufacturers deflated 
Input

Input

Sales by manubccurers

Estimated net output m I9S8. £1.244-7
million

Index comprising 3 separately weighted 
series of the value of work done deflated 
monthly estimate based on operatives 
employed also used

Estimated net output in 1958. £534 *4 million

Index comprising 3 separately weighted 
series of the value of work done

/

r
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Income and finance of quoted companies, 1949-1960

This article is the sixth in a series of annual studies in 
Economic Trends (*) of the income and finance of public 
companies whose shares are quoted on a United King
dom stock exchange and which are engaged mainly in 
the United Kingdom in manufacturing, distribution, 
construction, transport and certain other services; notes 
about the companies covered and definitions of the 
terms used in the article and the tables appear at the 
end of this article. But while earlier articles have 
presented the results of the latest year, with comparable 
figures for the previous year, this article presents a con
tinuous series of annual figures for the years 1949-1960 
and analyses some of the developments in company 
finance which have occurred in this period. The figures 
have been obtained by combining those produced by 
the National Institute of Economic and Social Re- 
search(2) for the period 1949-1953 with those prepared 
by the Board of Trade for 1954 onwards.

In the tables, figures for the years 1959 and 1960 (and 
the balance sheet figures for end-1958) have been cal
culated on the same basis as the figures for comparable 
pairs of years in earlier articles; that is, the effects of 
changes in the numbers of companies between the 
beginning of 1959 and end of 1960 (which arise because 
new companies obtain quotations and existing com
panies amalgamate or go into liquidation) have been 
eliminated, and the figures for 1959 omit companies 
which were liquidated in 1959 and those for 1960 omit 
companies newly quoted in that year. But while this 
method makes comparison possible over a period of 
two years for any longer term study it is necessary to 
link together the changes between each pair of years. 
The linking method used here has been to calculate 
figures for 1958 and earlier years by deducting from

the 1959 figures (which, as explained above, are directly 
comparable with those for 1960) the year to year 
changes shown by comparable sets of accounts. The 
method is described in more detail in the notes and 
definitions at the end of this article; figures calculated 
in this way may be described as presenting an approxi
mation to the experience, over the years since 1949, of 
the 1959/60 population of companies. Thus one element 
which is not reflected in the growth in the quoted 
company sector shown by these figures is the element 
due to any increase since 1949 in the number of com
panies with a stock exchange quotation. The financial 
experience of these companies during the years before 
they had a quotation is represented, through the linking 
procedure, in the figures for those earlier years. 
Secondly, if two quoted companies amalgamate, the 
profits, assets, etc., of the new company have been 
compared, in the figures for the appropriate pair of 
years, with those of the two original companies; on 
the other hand, if a quoted company acquires a non- 
quoted company, the addition which the new subsidiary 
makes to the acquiring company’s income, for instance, 
is reflected in the figures.

Quoted companies in the corporate sector
In Table A the experience of quoted companies is 

compared with that of all United Kingdom non- 
financial companies as shown in the Economic Survey 
1962 and National Income and Expenditure 1961. Dif
ferences in timing, definition and coverage of the two 
sets of figures are set out in the notes and definitions 
at the end of this article; in particular, shipping com
panies and companies operating mainly overseas are

( ’ ) Economic Trends for February 1958. February 1959, December 1959, December I960, and November 1961. 
(*) See Company Income and Finance, 1949-53, National Institute of Economic and Social Research.

Income, savings and investm ent of quoted com panies as percentage of income, 
savings and investm ent of all non-financial com panies— 1949 to I960

TA B LE  A £ million

Gross income Savings Investment
Savings as 

percentage o f 
investment

Quoted as Quoted os Quoted as
All Quoted percentage 

o f all
A ll Quoted percentoge 

o f all
All Quoted percentage 

o f all
All Quoted

I949(q . . . 2.191 1,097 50 904 448 50 811 463 57 I I I 97
1950 .. . 2.870 1.316 46 1.390 548 39 1.048 577 55 133 95
1951 .. . 3.235 1,544 48 1.703 615 36 1.517 1,077 71 112 57
1952 . . . 2.964 1,386 47 1.064 519 49 545 443 81 195 111
1953 .. . 3.079 1.529 50 1.280 602 41 692 406 59 185 148
1954 . . . 3.375 1,728 51 1.548 729 41 1,035 662 66 150 107
1955 . . . 3.707 1.876 51 1.628 834 51 1,435 1.028 72 114 81
1956 .. . 3.896 1,944 50 1.786 851 48 1.581 1.199 76 113 71
1957 .. . 4.128 2.035 49 1.859 884 48 1,674 l . l  16 67 I I I 79
1958 .. . 4.228 2,075 49 1.746 968 55 1.455 737 51 122 131
1959 . . . 4.565 2.359 52 1.807 I . I I 3 62 1.640 879 54 n o 127
I960 .. . 4.782 2,611 55 2.213 1.187 54 2,296 1,598 70 96 74

( ’ ) 1949 figures are not strictly comparable w ith those for later years.
33
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included in the figures for all companies but are excluded 
from those of quoted companies, while investment in 
fixed assets overseas is included in the figures of con
solidated groups of quoted companies but excluded 
from the figures for all companies.

Because of the differences mentioned above com
parisons between the experience of quoted companies 
and that of all companies must be treated with con
siderable caution. The percentages in the table are only 
an approximate guide to the proportion of total com
pany activity accounted for by quoted companies, but 
the trends shown by the figures are probably significant. 
Quoted companies account for around half of all 
company income, and on the whole their share has 
shown a tendency to increase over the last decade. 
This increasing share is not due to the fact that some 
companies which at the beginning of the period were 
unquoted have since obtained stock exchange quota
tions for their shares; as explained above, this factor 
has as far as possible been eliminated. (The increase in 
total company profits, however, includes an element 
due to the new incorporations which have occurred 
over the period.) It appears therefore that the income of 
quoted companies has shown a tendency to increase 
rather faster than total company income. Their invest
ment in capital goods and in stocks and work in progress 
has tended to be greater in relation to their income 
than is the case with other companies (although, as 
pointed out above, this is partly explained by the 
exclusion of investment overseas from the ‘all com
panies' figures). Thus while quoted companies have 
fairly consistently been net borrowers to finance their 
investment, the savings of other companies have 
exceeded their investment. Between 1952 and 1954 and

again in 1958 and 1959 there was a departure from this 
pattern; in these periods stockbuilding was small and 
the savings of quoted companies were greater than 
their fixed investment, but in 1960 the quoted companies 
were again net borrowers.

The pattern oj company liabilities and assets, 1949-1960 
There are considerable difficulties in tracing changes 

in the pattern of company liabilities and assets over a 
period from company balance sheets. Changes from 
year to year in these balance sheet values may occur in 
a number of ways, the economic significance of which 
can vary greatly. There may be a change in the ‘real’ 
assets employed—a new factory for instance may be 
financed by money raised from a new issue of shares or 
by undistributed profits. Changes may take place in the 
value at which the same asset is entered in a company’s 
books: for instance, a growing number of companies 
have revalued their assets in recent years to bring them 
more into line with current price levels, while companies 
often write off goodwill from their balance sheets, with 
an equivalent reduction in reserves. Again, when one 
company acquires another company this wjll be re
flected in changes in the liabilities and assets shown in 
the consolidated balance sheet of the acquiring com
pany. One approach to the problem of assessing the 
economic significance of changes in liabilities and assets 
of companies year by year is to try to trace the money 
flows which have occurred. Table 1C at the end of 
this article which sets out the sources and uses of 
company funds provides a basis for such an approach 
and it has been used to compile Table B below, 
which traces the growth of companies' capital and

TA B LE B

Additions to capital, reserves and liabilities 1949-60 and balance sheet values at end of 1960
L  million

 ̂A

table c

1949
1950
1951
1952
1953
1954
1955
1956
1957 
I95S
1959
1960

Bn
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reserves and liabilities.
Table B shows total resources available to companies 

at the end of 1960 and the annual additions to those 
resources since 1949 (here ‘total resources' is taken as 
the issued capital including equity, preference and long
term loan capital, the reserves of the company, its 
current liabilities including its debt to banks and trade 
credit granted to it and the amounts it has set aside to 
meet depreciation and other provisions). The end-1960 
figures are at ‘book values’ (from Table IB at the end 
of this article) while the additions in earlier years are 
in terms of money flows (from Table 1C); hence changes 
in the pattern of company finances between equity 
capital and reserves on the one hand and other capital 
and liabilities on the other must be treated with caution. 
But it is apparent that since 1955 companies have 
depended on the capital market to a much greater 
extent for their finance than they did in earlier years, 
especially if short-term resources—bank loans and trade 
and other credit—are disregarded. In no year from 
1949 to 1954 did new issues account for more than 24 per 
cent, of total additions to ‘long-term’ resources (as de
fined in Table B) but since 1955 the percentage has varied 
between 26 per cent, and 36 per cent. Equally marked 
is the extent to which companies have depended on 
equity capital rather than debenture or preference 
capital in the last three years. Among factors which 
may be reflected in this decline in the relative importance 
of fixed interest securities as a source of new capital 
was the change in 1958 from a differential rate of 
profits tax, of 30 per cent, on distributed profits and 
3 per cent, on undistributed profits, to a flat rate of 
10 per cent.; a high rate of profits tax on distributed 
profits encourages financing by fixed interest securities, 
the return on which is not subject to profits tax. The 
period since 1958 has also seen the emergence of the 
‘negative yield gap’ and companies have probably been 
unwilling in this period to incur long-term debt at the 
prevailing high rates of interest, while the public has 
been unwilling to subscribe to fixed interest stocks

except on very favourable terms. Debenture issues for 
example accounted for as much as 13 per cent, of total 
‘long-term’ additions to capital in 1950 and again 
in 1957, but for less than 5 per cent, in 1959 and 1960. 
The unpopularity of preference shares is apparent from 
the receipts from issues of them, amounting to only 
£220 million between 1949 and 1960, against over 
£900 million from issues of long-term loans and £1,800 
million from ordinary shares.

‘Short-term’ resources—current liabilities by way of 
bank loans, trade and other credit and provisions— 
fluctuate widely from year to year. In general current 
liabilities tend to move quite closely in line with current 
assets—and particularly with movements in stocks; in 
I960 there was a very sharp increase in the value of 
stocks, and this was reflected in the high proportion—
30 per cent.—of total new resources accounted for by 
short-term credit. But in 1952 and 1953, and again in 
1958, periods when there was little or no addition to the 
value of stocks, additions to short-term credit received 
accounted for less than 5 per cent, of total new resources. 
Although bank advances and loans have shown great 
fluctuations from year to year and they are still a 
relatively small part of total company resources, they 
have increased five-fold since 1949 and at the end of 
1960 accounted for 15 per cent, of short-term resources, 
against 12 per cent, at the beginning of the period—a 
reflection of the increase shown by statistics of bank 
advances: in 1949 advances to customers of the London 
clearing banks were less than 25 per cent, of total 
deposits but by 1960 they had risen to around 43 per 
cent.

The growth o f assets 1949-1960 
A similar method to that used to estimate the growth 

in the sources of funds available to companies by way 
of capital and liabilities can be used to estimate the 
disposal of these funds. There is one additional difficulty 
in comparing company expenditure on assets over the

Expenditure on 1949-60 and balance sheets values at end of I960
TA BLE C £ million

Increase in Increase in Expenditure- Additions to
Total Increase in trade and Increase in trade invest., on acquiring gross tangible

expenditure liquid assets other debtors stocks goodwill, etc. subsidiaries fixed assets

1949 ....................................................... 662 26 125 152 17 47 295
1950 ....................................................... 916 74 230 293 19 35 265
1951 ....................................................... 1 1.366 -  33 290 659 20 32 398
1952 ....................................................... 619 70 70 33 IS 36 395
1953 ....................................................... 798 203 107 - 2 1 . 82 408
1954 ....................................................... 1.059 42 221 235 14 114 433
1955 ....................................................... 1.366 -  64 305 374 25 97 629
1956 ....................................................... 1.381 -  104 168 346 29 119 823
1957 .................................................... 1.423 1 178 233 38 128 845
1958 ..........................................  1 I.OlO 76 76 - 1 38 121 700
1959 ....................................................... 1.699 163 380 84 86 277 709
1960 ....................................................... 2.249 -n o 423 635 108 338 855

T o u l 1949-1960.......................................... 1  14.548 344 2.573 3.041 409 i.426 6.755

Balance sheet values at end of I960 ... 22.010 1.521 3.682 4.883 935 — 10.988
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period 1949-1960 with the stock of assets as shown in 
companies’ balance sheets at the end of the period. The 
end-period balance sheets do not distinguish separately 
the assets of subsidiary companies which have been 
acquired during the period, but there is an economically 
significant difference between the use of funds to add 
new assets—by buying new machinery or marketable 
securities, or granting additional trade credit—and the 
use of funds to acquire existing assets by acquiring 
subsidiary companies. The two types of use of funds are 
kept separate in Table C (p. iv), but it must be remem
bered that the figures of year by year expenditure on 
various classes of assets are ‘direct’ expenditures on 
new assets, while the expenditure shown on acquiring 
subsidiaries will have its counterpart in the end-1960 
balance sheet figures of assets, which include the assets 
of these subsidiaries.

Over the period 1949-1960 as a whole, expenditure on 
tangible fixed assets—plant, machinery, buildings, etc.
has accounted for roughly half of total expenditure on 
assets, although the proportion—and indeed, the ab
solute amount spent—has varied considerably from 
year to year; for example, expenditure on fixed assets 
fell by £145 million between 1957 and 1958 and it was 
not until 1960 that the 1957 level of around £850 million 
was reached again. The most intensive period of invest
ment in capital goods was in 1956-1958 and over this 
three-year period, expenditure on tangible fixed assets 
represented nearly two-thirds of all expenditure on 
assets; the only other years in which the percentage ex
ceeded 50 were 1952 and 1953. In 1959 and 1960, al
though the absolute amounts spent on fixed assets were 
at about the level of the years 1956-1958, they were 
barely 40 per cent, of total expenditure on assets. 
Changes in stocks are associated with changes in credit 
granted and three years of exceptional stockbuilding— 
1951, 1955 and 1960 were also years in which there were 
sharp increases in trade debtors. Moreover, they were 
years in which companies reduced their liquid resources, 
while lower levels of stockbuilding are associated with 
increased liquidity.

Acquisitions o f subsidiary companies 
Table C above shows the amounts spent on acquiring 

subsidiaries; these amounts are those which have been 
stated by companies in their press announcements, 
annual reports, etc., or which can be deduced from 
companies’ accounts; they include the market value of 
shares issued in exchange. During the period covered 
by the figures, there appear to have been three stages 
in the process of company amalgamation and con
centration. Between 1949 and 1952, expenditure on 
acquiring subsidiaries amounted to around £40 million 
a year; between 1953 and 1958 it arose to around £100

million a year and amounted to roughly 10 per cent, of 
all expenditure on assets; and in 1959 and 1960 it 
averaged about £300 million a year, or something over 
15 per cent, of all expenditure. These three stages are 
also apparent in the number of companies whose 
accounts were analysed. Between 1949 and 1952 there 
was a steady increase in the number of companies 
whose accounts were analysed, from just over 2,700 in 
1949 to just over 2,900 in 1952; in this period the 
number of companies newly obtaining quotations on 
stock exchanges considerably outweighed the number 
of companies going out of existance because of amal
gamations, etc. Between 1953 and 1957 the number of 
companies was practically constant, but in the last three 
years there has been a fall of almost 100 companies a 
year as amalgamations within the quoted company 
field have exceeded the number of new companies 
obtaining quotations.(^) Much of the expenditure on 
acquiring subsidiaries in 1960 was by companies in the 
food, drink, metal manufacturing, engineering and 
paper industries and of total expenditure on acquiring 
subsidiaries of £338 million in 1960, these five industry 
groups accounted for £200 million; but the pattern 
varies from year to year and in 1959 electrical engineer
ing and retail distribution recorded the highest expendi
tures on acquiring subsidiaries.

An item in the sources and uses accounts at Tables 
1C and 2C associated with expenditure on the acquisi
tion of subsidiaries is the item ‘adjustments due to 
consolidation’. This item represents that part of 
expenditure on acquiring subsidiaries which cannot, 
through lack of information, be related to changes in 
the values of assets shown in the acquiring company’s 
balance sheet. If the company acquired was a quoted 
company, a study of its last balance sheet will usually 
make it possible to keep this part of the consolidation 
adjustment to a minimum. But when the acquired 
company is not in the population of companies whose 
accounts are analysed by the Board of Trade, the 
consolidation adjustment tends to be large because it is 
usually not possible to identify what part of the in
creases in the various classes of assets and liabilities of 
the acquiring company is due to the acquisition. ‘Adjust
ments due to consolidation’ are therefore something of 
a guide to the type of amalgamations which have been 
occurring. In most years up to 1957 the consolidation 
adjustment was only a small proportion of the total 
expenditure on acquisition of subsidiaries, and was 
positive, indicating that the amalgamations which were 
taking place were often between quoted companies and 
that the considerations paid tended to be less than the 
book values of the acquisitions. In 1958, 1959 and 1960 
however, the consolidation adjustment amounted to 
20 per cent, or more of expenditure on acquiring sub-

(’) The number of companies whose accounts were analysed in 1960 was 2,618. There were a furth^  21 companies
on a United Kingdom stock exchange and which fall within the field covered by these figures, ^96 ) had^nlt been
analysis because their accounts for 1960 (that is for the company’s year ending between 6th April. and 5th April, 1961) had b̂ ^^
received when the tabulations for this analysis were completed at the end of January, 1962. The mcom P
amounted to £1 million and their net assets to £10 million.
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Gross income by broad industry groups— 1949 to I960
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T A B LE  D
i  million

1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960

Annuo/ overoge 
increase:

1949-60 
1953-60 
1957-60

percentoge

• • •

All
industries

1.097
1,316
1.544
1.386
1.529
1,728
1,876
1.944
2,035
2.075
2.359
2.611

8 2 
7-9 
8 7

Manufacturing
industries

821
1.003
U 5 9
1.050
U 5 3
1,300
1.417
1.447
1.534
1.557
1.778
1.950

8-2 
7-8 
8 3

Food.
drink,

tobacco

160
174
196
188
212
221
229
257
270
288
302
334

6-9
6 - 7
7- 3

Chemicals 
ând allied 

industries

104
137
164
136
172
205
222
237
259
259
334
362

no
11-2
11-8

Metals and 
engineering

379
449
539
561
562 
644 
741 
733 
781 
817 
892 
982

9 0
8 3
7-9

O ther
manufacturing

industries

178
243
260
165
207
230
225
220
224
193
250
272

3-9 
4 0 
6-7

Construction, 
distribution 
and other 
services

276
313
385
336
376
428
459
497
501
518
581
661

8-3
8 4
9 7

sidiaries, and it was negative. This provides some 
evidence that, in recent years, the increase in expenditure 
on acquisitions has been accompanied by a change 
in their nature. It appears that considerations paid 
may have tended to exceed the book value of the assets 
acquired and that a significant part of recent expendi
tures may have been on acquiring (or acquiring a 
majority interest in) unquoted companies; but these 
conclusions are very tentative and are not based on a 
detailed analysis of the amalgamations which have 
occurred.

Company income and its appropriation, 1949-1960
Gross income of the quoted companies rose from 

£1,097 million in 1949 to £2,611 million in 1960, an 
average annual increase of just over 8 per cent, com
pound. Years in which the change in profits differed 
significantly from the average were the period affected 
by the Korean War, when profits increased by around 
20 per cent, in both 1950 and 1951 but fell by 10 per 
cent, between 1951 and 1952 (these changes in profit 
levels were accounted for to some extent at least by the 
effect of the sharp rise and subsequent fall in prices); 
and between 1956 to 1958 when profits rose by less than 
4 per cent, a year. Table D shows how the gross income 
of broad industry groups fared over the period; of 
individual industries, chemicals, metal goods, vehicles, 
building materials, construction and retail distribution 
showed increases well above the average, but the textile 
and clothing trades, after showing very marked in
creases in income during the Korean period, have 
lagged behind other industries in later years.

Table E shows changes in the pattern of income 
appropriation. In this table, income tax deducted by 
companies from payments of dividends is treated as 
falling not on companies but on the recipients of 
dividends. Hence dividends are gross, before deduction 
of income tax. The most marked change over the

period has been the fall in the proportion of company 
income taken by taxation from 32 per cent, in 1949 to 
23 per cent, in 1960. In part this reflects the downward 
trend of rates of taxation, although there was a rise in 
the standard rate of income tax in 1951 and in profits 
tax rates in 1951, 1956 and 1960. But since the dividends 
shown in table D have been calculated gross of income 
tax, the increase in dividend distributions which has 
occurred will also be reflected in a fall in the incidence 
of taxation on companies. For instance, companies 
distributed 25 per cent, of their income as gross divi
dends to ordinary and preference shareholders in 1949, 
and 29 per cent, in 1960. Had the percentage distributed 
in 1960 remained at the 1949 level, companies them
selves would have had to meet additional tax payments 
of something over £30 million on the additional amounts 
retained, and the proportion of gross income going to 
tax would have been 25 per cent, instead of the actual 
proportion of 23 per cent, in 1960. Interest payments, 
which accounted for only about 6 per cent, of total 
dividend and interest payments in 1949, by 1960 
accounted for 9 per cent, of the total. Partly this 
reflected a rise in the long-term loan capital of the 
companies, from £481 million in 1949 to £1,400 million 
in 1960, and partly the rise in interest rates; interest 
payments amounted to 5-0 per cent, as a percentage of 
long-term loans outstanding in the balance sheets for 
1960 but only to 3-3 per cent, of long-term loans in 
1949. The proportion of gross income distributed as 
ordinary dividends rose from around 20 to 25 per cent, 
in 1949 and the early 1950’s to 29 per cent, in 1959 and 
1960. The more liberal distribution policy of companies 
is reflected in the lower cover for ordinary dividends, 
here measured by expressing the balance retained in 
reserves plus net ordinary dividends as a multiple of 
net ordinary dividends (in these calculations, no adjust
ments have been made to initial and investment allow
ances, etc., as they appear in each company’s accounts).
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Appropriation of gross income—1949 to I960

T A B LE  E £ million (Percentage of total in italics)

1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960

Total
gross

income

1.097
1.316
1.544
1,386
1.529
1.728
1.876
1,944
2.035
2.075
2.359
2.611

Taxation

Dividend and interest payments

Interest 
on long-term 

loans

I

Gross ordinary 
and preference 

dividends

Retained by companies

Depreciation 
and other 
provisions

Retained
in

reserves

Between 1949 and 1956, the dividend cover did not fall 
below 2-9, but in 1957 it was 2-7 and by 1960 it had 
fallen further to 2-4.

Depreciation provisions accounted for only about 
one-third of total retentions by companies in 1949, but 
by 1960 these provisions and amounts retained in 
reserves were roughly equal, a reflection of the need to 
set aside from company income large sums to provide 
for the obsolescence and replacement of the very con
siderable investment in plant and machinery which has 
occurred. Table F shows for broad industry groups 
the pattern of appropriation of gross income over the 
whole period 1949-1960; more detailed figures for 
individual industries show that while many of them 
have roughly similar patterns of income appropriation, 
some consumer goods industries like drink and tobacco, 
clothing and footwear and industries making miscel
laneous metal goods, and retail distrubition, distribute 
a much higher proportion of their income to share
holders and retain a much lower proportion as depre
ciation provisions.

The earning power o f assets
Changes from year to year in balance sheet figures 

at book values are not a reliable guide to changes in 
companies’ capital for the reasons explained above, 
and hence the earning power of capital cannot ade
quately be measured by income/asset ratios. Some

Appropriation of total gross income
TA B LE  F

valuation difficulties are avoided by the method des
cribed above of taking the value of capital at end-1960 
as shown by balance sheets and calculating the value 
of capital for earlier years by deducting from the end- 
1960 figures the additional funds employed. (On 
balance in the period 1949-1960 this method tends to 
place a lower value on assets in earlier years than is 
shown by balance sheets because the amount written 
off goodwill, etc., by companies exceeded the additions 
to book values arising out of revaluations of tangible 
fixed assets, etc.; thus income/asset ratios calculated 
by the methods described in this article tend to be higher 
in earlier years than those calculated from balance 
sheet figures.) There is also the question of whether 
•assets and income should be compared before deducting 
the amounts set aside for depreciation or whether they 
should be net of depreciation. In the ratios in this 
article, both income and assets are before deduction of 
depreciation, and in some cases a rather different 
picture would emerge if net income or net asset figures 
were used. (The new Statistics on Income, Prices, 
Employment and Production, published by H.M.S.O., 
includes tables giving the ratios of gross income to gross 
assets and of net income to net assets for each of the 
years from 1950 to 1960 for the non-financial quoted 
companies in total, with separate figures relating to 
companies in the manufacturing sector and to 16 
individual groups of industries.)

1949 to I960 by broad industry groups
£ millions (Percentage of total in italics)

• « •Taxation 
Gross, ordinary and preference

dividends ...................
Interest on long-term liabilities 
Depreciation and other provi-

SIOÎ S*** ••• •••
Retained in reserves

Total gross income . . .

All
industries

6.253 29-/

5.472 25-5
472 2-2

3.964 184
5,334 24 8

21.495 1000

Manufacturing
industries

4.724

3,957
370

3.000 
4.115

16,166

29-2

18 6 
25-4

100 0

Food.
Drink.

tobacco

636

881
101

2.830

2 9 5

14 0 
21-8

1000

Chemicals 
and allied 
industries

646

598 
689

2.592

24 9

1000

Metals
and

engineering

2.439

1.837
148

1.502
2.155

8.081

30-2

1000

Other
manufacturing

industries

803

2.663

30 - f

190
24-6

100 0

Construction, 
distribution 
and other 
services

1,529

1.515
102
964

1,219

28-7

5.329 100 0
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Income/asset ratios for nearly all industries were 
much higher in 1950/51 than they were in later periods; 
these high ratios were associated with the period of the 
Korean War when a high level of demand and rising 
price levels were reflected in high profit margins. The 
general fall in income/asset ratios in 1952 was probably 
associated with the readjustment of price levels and the 
consequent stock losses which occurred in that year. 
Apart from the exceptional Korean period, income/ 
asset ratios tended on the whole to move downwards in 
the 1950’s although in 1959 and I960 a slight recovery 
was apparent. Experience between industries varied 
widely. In retail distribution the earning power of 
capital increased steadily and ratios of around 14 per 
cent, to 15 per cent, in the early 1950's had risen to 
around 19 per cent, by 1959 to 60. In chemicals, a falling 
trend between 1954 and 1958 was offset by a sharp rise 
in 1959 and income as a percentage of assets was 16 
per cent, in 1960 compared with 12 per cent, in 1952. 
No other industry showed any marked upward trend 
in income/asset ratios, and at the other end of the scale 
the profitability of capital employed in food manu
facturing, electrical engineering and construction fell 
away sharply. The chart below illustrates how widely 
experience since 1952 differed among some selected 
industry groups.

The income/asset ratios described above are related 
to assets as they were valued by companies in their 
balance sheets for 1960, and although the trend of the 
ratios for each industry is a valid one, for several 
reasons the ratios for one industry can only approxi
mately be compared with those for another. First, 
the average age of plant and machinery (and hence the 
average levels of historical cost at which they are 
usually entered in companies’ books) may differ 
between industries—these levels are likely to be higher 
in an industry where technological change has been 
rapid than in an industry where few developments are 
occurring and where, in consequence, there is little 
incentive to scrap existing plant. Then, too, the practice 
of revaluing assets to bring them more into line with 
current price levels is more common in some industries 
than in others. Between 1949 and 1957, for instance, 
over 220 revaluations of assets by companies in manu
facturing industry have been recorded or about one 
company in every ten; but in chemicals the average was 
one company in every seven, against one company in 
every sixteen in textiles. Thirdly, the ratio of current 
assets (which are by definition more or less at current 
prices) to fixed assets (at historical cost, usually) varies 
from industry to industry.

An alternative approach is not to measure income in 
relation to the stock of assets but to compare the rise 
in income which has taken place over a period with the 
additional capital employed. The results of any such 
comparison will vary considerably according to the 
period chosen for the comparison; while the time inter
val between raising new capital and the flow of income 
from it will vary from industry to industry. Table G
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compares the period 1953/55 (when the immediate 
affects of Korea had largely worked themselves out) 
with the latest three years 1958/60. The increase in 
income shown in Table G has been compiled by deduct
ing average gross annual income in 1953/55 from 
average gross annual income in 1958/60 and the increase 
in average assets has been similarly calculated. (In this 
calculation average assets in any year are assumed to 
be equal to half the sum of assets at the beginning and 
at the end of the year.)

Increases between 1953-55 and 1958-60 
in average gross assets and in average

annual gross income
T A B LE  G £ million

Increase
in

average
gross
assets

(a)

Increase
in

annual
average
gross

income
(b)

(b) as 
percentage 

of (a)

Manufacturing and distribution: 
A ll industries: 5.356 637 12
Manufacturing industries 4,661 524 II

Food . . .  . . . 240 29 12
^^rink . . .  . . .  . . . 251 42 17
Tobacco 97 16 16
Chemicals and allied industries 709 119 17
Metal Manufacture 691 72 10
Non-electrical engineering 

and shipbuilding .................... 506 46 9
Electrical Engineering 500 34 7
Vehicles .................................... 402 56 14
Metal goods not elsewhere 

specified .................... 225 40 18
T e x tile s ... 297 - 2
Clothing and footwear 73 10 14
Bricks, Pottery. Glass, Cement, 

••• 154 23 IS
Paper, Printing and Publishing 355 29 8
Construction . . . 77 8 10
Wholesale distribution 167 18 II
Retail distribution .................... 248 53 21

Taking the quoted companies as a whole, each £100 
of capital added between 1953/55 and 1958/60 was 
associated with an annual income in the latter period 
of £12. This is lower than the general run of income/ 
asset ratios in the 1950’s but this does not necessarily 
mean that the marginal return (that is, the additional 
return expressed as a percentage of additional capital) 
is lower than the average return on the existing stock 
of capital. First, additional capital is by definition 
valued at current price levels which are in nearly all 
cases higher than the price levels at which existing 
stocks of capital were acquired. Secondly, some of the 
new capital installed during the period would not have 
achieved full earning capacity by the end of it; and, of 
course, these comparisons of the average of one period 
with the average of another take no account of the 
changing conditions between—or during—the two 
periods. But the differences between industries in the 
return on additional capital seem large enough to be 
of some economic significance. At the top, for each 
additional £100 of capital in retail distribution there was

a
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additional income of £21 in 1958/60; chemicals are 
also well above the average, with an additional income 
of £17 for each extra £100 of capital. Thus retailing 
and chemicals, besides recording rising income/assel 
ratios since 1952, also achieved a much higher return 
than the average on new capital raised between 1953/55 
and 1958/60. Compared with quoted companies as a 
whole, assets of companies classified to retailing 
increased less than average while their gross income 
increased more than average. A possible explanation 
may be that, compared with other industries, retailers 
have been able to increase their turnover—and their 
profits—without an equivalent rise in capital employed; 
wholesalers, however, did not increase their rate of 
return on assets over the period, and their return on 
additional capital was slightly below average. In the 
textile industries income was lower in 1958/60 than in 
the earlier period despite an increase of nearly £300 
million in the industry’s capital. The figures do not 
show any association between the amount of additional 
capital in an industry and the additional return. Assets 
of the chemical industries, for instance, increased by 
about £700 millioji. and each £100 of the increase was 
associated with an additional income of £17; but 
electrical engineering, also with a large addition to 
assets (£500 million) showed an additional income of 
only £7 for each £100 of additional assets.

NOTES AND DEFINITIONS

Companies included
The companies included in this analysis, numbering 

about 3,000. are those engaged mainly in the United 
Kingdom in manufacturing, distribution, construction, 
transport and certain other services. Companies whose 
main interests are in agriculture, shipping, insurance, 
banking, finance and property and those operating 
wholly or mainly overseas are not included. In most 
cases the companies are public companies whose shares 
are quoted on a United Kingdom stock exchange, but 
a few unquoted companies are included because of their 
importance. Some of the latter are companies jointly 
owned by quoted companies, and others are sub
sidiaries, operating in the United Kingdom, of com
panies registered overseas. In this article where quoted 
companies are mentioned they include the few unquoted 
companies covered by the analysis.

Method of presentation
Wherever possible the accounts used in the analysis 

are the consolidated accounts of groups of companies, 
including the balance sheets and profit and loss accounts 
of subsidiary companies within each group. The statis
tics are not therefore confined to activities in the 
United Kingdom but in some cases include the activities 
of subsidiaries operating overseas. Because of rounding, 
the total of a column may not be exactly equal to the 
sum of its components.

Table 1 covers all the companies analysed and Table 2
41

covers those in manufacturing industry only. Each table 
is divided into a standard appropriation of income 
account, a balance sheet and a table setting out the 
sources of companies’ funds and showing how these 
funds were used. In the latter table changes which are 
not due to true cash transactions, for example, those 
resulting from revaluations of fixed assets and re-organi
sations of capital, have been eliminated as far as possible.

The accounting "year'
The figures for the year ‘I960’ relate to companies’ 

accounting years finishing between 6th April, 1960, and 
5th April, 1961; other years are similarly defined. The 
accounting years of companies end on different dates 
throughout the year, but about 40 per cent, of quoted 
companies have accounting periods ending in the 
fourth quarter of the calendar year, and a further 30 per 
cent, end in the first quarter.

Method o f "linking' with figures for earlier years 
The figures for 1960 and 1959 (and also for 1958 for 

the balance sheet summaries in tables IB and 2B) 
relate to companies which were in the population of 
quoted companies as defined above at the beginning 
and the end of these two years; companies joining the 
population and those leaving it in 1959 and 1960 are 
excluded. For each heading in the tables, figures for 
1958 have been obtained by deducting from the 1959 
figures the change between 1958 and 1959 shown by the 
analysis for that pair of years as published in Economic 
Trends in November 1961. Figures for earlier years, 
including the period 1949 to 1953 which was analysed 
by the National Institute of Economic and Social 
Research, have been obtained in the same way. For 
example, the entries against the heading ‘taxation’ in 
Table 1A for the years 1955 to 1960 have been calculated 
as follows:

'Linked' figures of taxation 
£ million

Figures as published in 'comparable sets of accounts for pairs 
of years’ in Economic Trends, Novem ber 1961

Later year ...
Earlier year 
Year to year change

Figures now published 
I960 1959
921 812

• •

1959 1958 1957 1956
and and and and
1958 1957 1956 1955

807 756 814 787
756 816 795 762

-5 1 -1-60 - 1 9 - 2 5

1958
761

1957
821

1956
803

1955
777

Figures calculated in this way may be described as 
presenting an approximation to the experience, over the 
years since 1949, of the companies whose accounts for 
1959 and 1960 were analysed, including their experience 
in the years before they joined the population—before 
they had stock exchange quotations or before they 
were mainly engaged in the industries defined above. 
For many of the important items in the income appro
priation account—trading profit, taxation, dividends, 
company retentions, etc.—the linked figures for 1949
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published in these tables are around 10 or 12 per cent, 
greater than those originally published, and this may 
perhaps be taken as a very rough measure of the element 
of growth in the quoted company sector due to ‘new 
entrants’ to the sector since 1949; but it must be 
emphasised that this is only a very rough measure, 
since on the one hand other factors enter into the 
difference between the ‘original’ and the ‘linked’ series, 
and on the other, individual headings show quite wide 
differences:

Selected headings from income appropriation account for 1949
All industries (£ million)

Trading profit (before 
provisions) ... 

Depreciation provisions 
Taxation
Ordinary dividends (nety 
Balance retained in re

serves

As ‘Linked’ (a) as 
percentage 

ofib)

originally
published

(a)

figures now 
published

(b)

943 1,045 90
145 151 96
430 487 88
112 124 90

238 270 88

For smaller headings, and for figures for individual 
industries, the difference between the two sets of figures 
are in some cases considerably greater than those shown 
above and conclusions about the trends shown by such 
figures must be treated with caution.

Industry classification
Each company whose accounts are included in the 

analysis is allotted to an industry group, corresponding 
generally to an Order of the Standard Industrial Classi
fication, 1958 {S.I.C.). If a company has diverse activities 
it has been classified to the industry in which its main 
activity lies; but for some companies, and particularly 
for industrial holding companies with interests in a 
number of manufacturing and service industries, the 
classification is a very arbitary one. Tables for each of 
22 industry groups are available on application to 
Statistics Division, Board of Trade, Horse Guards 
Avenue, S.W.l.

TEXT TABLES
Headings in the tables in the text of this article are 
defined as follows:
Table A— Income and investment

In Table A income, savings and investment of all 
non-financial companies (table 20 of the Economic 
Survey, 1962 and tables 26 and 28 of National Income 
and Expenditure 1961) are compared with those of 
the quoted companies. The figures for all companies 
include quoted shipping and quoted companies operat
ing mainly overseas, which are excluded from the Board 
of Trade figures. The figures for all companies also 
include private companies, co-operative societies, etc. 
Capital formation overseas is included in the figures for 
quoted companies but excluded from the figures for all 
companies. The figures for all companies are adjusted 
to a calendar year as far as possible.
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Gross income
All companies: gross trading profits, before providing 
for depreciation and stock appreciation, of companies 
operating in the United Kingdom, plus non-trading 
income earned in the United Kingdom plus income 
earned abroad.
Quoted companies: gross trading profits and other 
income before allowing for depreciation and other 
provisions plus prior year adjustments (other than 
tax).

Savings
All companies: balance carried to capital account 
plus provisions for depreciation and stock apprecia
tion plus net borrowing from tax reserves plus 
capital transfers (net receipts).
Quoted companies: balance retained in reserves plus 
depreciation and other provisions plus share of 
profits due to minority interests.

Investment
All companies: gross fixed capital formation at home 
plus increase in value of stocks.
Quoted companies: additions to gross tangible fixed 
assets plus increase in value of stocks.

Table B
This table shows annual additions to capital, reserves 

and liabilities of companies, and balance sheet values at 
end-1960.

Additions to reserves: balance retained in reserves 
plus additions to future tax reserves plus increase in 
liability to minority shareholders plus other net 
receipts on capital account.
Change in other current liabilities: additions to accruals 
plus increase in provisions.

Table C
This table shows annual additions to liquid assets, 

expenditure on other classes of assets and on acquiring 
subsidiary companies, and balance sheet values of the 
various classes of assets at end-1960.

Liquid assets: marketable securities, tax reserve 
certificates and cash.
Trade investments, goodwill, etc.: expenditure on 
goodwill and other intangibles and trade investments; 
end-1960 balance sheet figures include investments 
in unconsolidated subsidiaries.
Additions to gross tangible fixed assets: expenditure 
on tangible fixed assets plus net change in accumu
lated depreciation plus adjustments due to consolida
tion. (The last named adjustment assumes that any 
increases in assets and liabilities which were in fact 
increases due to acquisitions of subsidiaries, but 
which have not been identified as such, consisted of 
tangible fixed assets.)
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Tables E  and F
These tables show the appropriation of gross income 

as defined in Table A.
Taxation and gross ordinary and preference dividends: 
income tax deducted by companies.from payments of 
dividends is treated as falling not on the companies

but on the receipients of dividends. Hence dividends 
are shown gross, before deduction of tax.
Retained in reserves: balance retained in reserves plus 
share due to minority interest.

Board o f Trade
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Manufacturing and distribution: A ll industries

TABLE 1C

Sources and uses of capital funds du ring  year
Linked series 1949*60 £ million

Accounts for ‘year’ •  • 1949

Sources of funds
Receipts from issues of; 

Long-term loans 
Ordinary shares 
Preference, etc., shares

< •

•  • •  « •

Total loan and share capital issued 116

Increase in amount owing to:
Banks ....................
Trade creditors 
Other creditors 

Addition to accruals: 
ax ... ... ...

Dividends and interest

•  • •

Total increase in credit received 132

•  •  •Balance retained in reserves ... 
Provisions out of income for deprecia- 

ciorit ••• ••• ••• **•
Additions to future tax reserves

270

Total additions to reserves and pro
visions ... ... ... ... 1 450

Increase in liability to minority share
holders • •. ... ... ...

Surplus on disposal of fixed assets 
Other receipts on capital account •  • »

Total of other sources ... 37

Total sources of funds > •

U se s of funds
Expenditure on:

Tangible fixed assets 
Goodwill and other intangibles 
Trade investments

Total expenditure on fixed assets 357

Increase in value of:
Stocks ...........
Trade debtors... 
Other debtors

• «

Toul increase in stocks and debtors ... 277

Expenditure out of provisions...........
Other expenditure on capital account... 
Expenditure on acquisition of subsid

iaries ...................
Adjustments due to consolidation

• «

Total of ocher uses •  4 88

Total uses of funds 4  < 723

Balance represented by: 
Increase in holdings of: 

Marketable securities 
Tax reserve certificates 
Cash ...........

« «  •

Residual and ocher adjustments - 1 4

Total balancing items ... 4  « 4  « 12

1950

252

344

6)6

735 1.061

33

384

523

89

996

- 9

65

1951

(60

391

688

61

1.440

1952

145

- 2 4

287

542

38

700

446

949

78

1.474

-  I

- 3 3

448

102

80

1953

- 3 6

73

336

639

49

465

105

1)7

630

70

687

203

1954

175

240

432

767

54

597

455

142

1.194

41

1955

269

347

493

833

33

740

679

127

1.547

1956 1957

282

318

465

822

47

932

427

230

448

879

18

890 1.236 1.483 1.468 1.553 1.271 1.881 2,434

978

514

128

1.574

-  64

-  2

-1 0 5

1958

254

66

483

36

1959

352

332

574

55

987 I.OII

410

157

1.546

76

1.190

8 81

464

241

1.717

165

45

914 U 4 2  1.218

I960

469

677

600

70

1.255

(.058

227

2.541

-  31

-  79

-1 0 7

m





Manufacturing industries

TA B LE  2B

B a la n ce  sh e e t su m m a ry  
L in k e d  se rie s  1949-60 £ million

47

•
Balance sheet at end of ‘year*... 1948 1949 1950 1951 1952 1953 1954 1955 1 1956 1957 1 1958 1959 1 I960

Fixed assets:
4.678 5.143 5,539 6.055Tang ib lefixedassets.net . . .  

Goodwill, etc.
1.729 1.916 2,182 2,414 2.644 2.890 3.199 3.603 4.146

259 259 254 254 249 204 209 215 226 233 212 245 293
Trade investments . . .  
Investments in unconsoli 1  168 178 196 199 206 {

171 184 194 219 248 282 339 414

dated subsidiaries 30 34 32 29 27 49 54 55

Total fixed assets 2,156 2.352 2,633 2,867 3,098 3.296 3.625 4,043 4,620 5.186 5,686 6,177 1 6.816

Current assets:
Stocks and work-in-progress 1,679 1,787 2,000 2,585 2,618 2.609 2,780 3.105 3.432 3,636 3.5571 3.636 4.172
Trade debtors 
O ther debtors 1  985 1,066 1,222 1,445 1.5011

1,569
13

1.722
8

1.974
II

2.107
9

2,265 
11

2.247
18

2,546
24

2,846
36

Marketable securities  ̂ 242 234 238 264 266 ^ 301 288 396 391 415 443 556 529
Tax reserve certificates 170 164 186 182 159 205 269 217 198 182 191 192 194
Cash . . .  . . .  . . . 457 488 554 502 557 667 681 565 501 500 550 612 528

Total current assets . . . 3,533 3.740 4,200 4,979 5.102 5.364 5.748 6,289 6.639 7.009 7.007 7.566 8,304

/ess Current liabilities:
Bank overdrafts and loans... 173 179 198 303 285 248 251 296 365 410 376 410 552
Trade creditors

1  776 824 933 U 4 3 U 3 6 {
1,133 1.250 1,438 1,566 1.701 1.688 1.840 2.108

O ther creditors 60 58 58 60 59 59 74 91
Dividends and interest due 78 79 89 90 97 ^ 113 132 146 150 161 169 227 249
Current taxation .. . 435 446 469 589 568 566 562 587 636 629 607 579 665
Provisions I I I 100 99 96 86 80 76 80 86 95 90 93 102

Total current liabilities 1.573 1,628 1.788 2,220 2,172 2,201 2,329 2,604 1 2,863 3,056 1 2.989 3.224 1 3.767

Net current assets 1,960 2,112 2,412 2.759 2.930 3,163 3.418 3.685 3.776 3.953 1 4.017 4,342 1 4.536

Total net assets ................... 4.117 4.464 5,045 5.626 6,028 6.458 7.043 1 7.728 1 8.396 9.140 1 9.703 10.520 11.352
/ess Future tax reserves 269 271 335 406 422 460 502 513 I 500 507 476 522 567
/ess Long-term lo an s ...................
l e s s  Minority interest in sub

331 377 458 525 572 628 729 808 1 916 1.079 1.158 1,227 1.238

sidiaries 150 160 163 172 181 190 215 216 250 252 262 309 336

Shareholders* interest in total
net assets ................................... 3,367 3,656 4.089 4.522 4,853 5.180 5.597 6.191 1 6,731 7,301 7.808 8,462 9,212

Represented by:
Issued share capital:

O rdinary sh a re s ................... 1,092 1.165 1,225 1.328 1,479 1,653 1.979 2.228 2.408 2.613 2,889 3.187 3.539
Preference, etc., shares . . . 627 647 660 672 670 684 729 756 764 776 773 771 771

Capital and revenue reserves 1.647 1,844 2,204 2.523 2.704 2,843 2,889 3.207 3.559 3.912 4,146 4.504 4,902

Contracts for capital expen
diture not provided fo r ... 

Accumulated depreciation
188 195 210 272 236 221 367 561 630 583 490 462 704

on fixed assets ................... 907 1.005 1,052 1,180 1.314 1,464 1.559 1,742 1.994 2,268 2,440 2.738 3,063
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Manufacturing industries
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S o u rce s  and uses o f ca p ita l funds d u rin g  ye a r
L in k e d  se rie s  1949*60 £ mitlion

Accounts for 'yeaf'

So u rces  o f funds
Receipts from issues of: 

Long-term loans 
O rd inary shares 
Preference, etc., shares

• <

Total loan and share capital issued

Increase in amounts owing to ; 
Banks . . .
Trade creditors 
O ther creditors 

Addition to accruals:
T  ax . . .  . . .
Dividends and interest

• •

• •

Total increase in credit received

Balance retained in reserves ....................
Provisions out of income for deprecia- 

t i o r i i  6 t c *  ••• •••

Additions to future tax reserves
• •

Total additions to reserves and pro
visions • •

Increase in liability to m inority share 
holders . . .  ••• .. .

Surplus on disposal of fixed assets 
O ther receipts on capital account

Total of other sources . . .

Total sources of funds

U se s  o f funds
Expenditure on:

Tangible fixed assets 
Goodwill and other intangibles 
Trade investments

Total expenditure on fixed assets

Increase in value of; 
Stocks . . .
Trade debtors 
O ther debtors

• • •

Total increase in stocks and debtors . . .

• •Expenditure out of provisions . . .
O ther expenditure on capital account.. 
Expenditure on acquisition of subsid 

i^ri6s . . .
Adjustments due to consolidation

Total of other uses < > •

Total uses of funds

Balance represented by: 
Increase in holdings of: 

Marketable securities 
Tax reserve certificates 
Cash

Residual and other adjustments

Total balancing items

1949 1950 1951 1952 1953 ' 1954 1955 1956 1957 1958 1959 1 I960

42 85 67 47 55 81 73 103 152 82 60 18
35 48 65 84 56 63 139 148 215 142 220

1  ̂
346

24 14 12 1 II 23 27 8 28 10 9 21

too 147 145 132 122 168 239 258 396 234 289 384

11 26 111 - I I -3 1 10 52 74 48 3 29 146

}  “
118 212 -  1 5 S {

130
- 1 2

191 
-  8

129 
-  6

139
- 1 0

20 
-  2

150
15

283
17

24 38 125 -  6 13 5 29 60 -  7 - 1 3 - 2 8 87
2 11 1 7 17 18 13 3 12 9 56 23

93 192 449 - I I 57 150 276 260 182 17 221 556

230 300 341 247 291 376 430 396 388 414 490 512

1̂ 8 159 175 184 210 238 273 310 353 392 434 472
II 72 76 20 42 47 13 -  18 12 - 2 6 48 50

379 532 593 451 542 660 716 688 753 779 972 1,035

11 10 7 6 4 1 -  9 18 -  7 5 -  3 1
9 15 40 16 30 38 29 18 15 22 48 49
5 4 4 5 4 3 3 1 1

« 2 2 5

25 28 51 27 39 43 23 37 10 29 46 56

597 899 1,238 599 760 1,021 1,254 1.243 1.342 1,060 1,529 2,030

278 311 364 371 401 490 597 773 789 801 753 961
5 3 3 1 3 3 3 2 8 2 17 18

10 8 13 11 -  8 14 15 20 30 34 58 69

293 322 381 384 396 506 615 795 827 837 828 1 1.047

122 237 585 43 -  5 175 322 318 202 - 1 0 52 563

174 231 65 85 {
162 252 132 160 36 290 318

} -  9 -  1 -  4 -  3 6 5 6

217 411 816 108 81 328 573 446 1 359 33 347 1 887

24 21 22 18 16 12 I I  1 12 15 16 15 15
7 II 10 7 II 15 9 8 6 8 16 12

34 29 23 28 62 101 78 107 1 (6 106 218 299
22 22 16 23 12 3 11 -  6 13 - 1 9 - 5 2 -123

86 84 71 76 100 131 109 1 121 1 150 M l 1 197 203

596 817 1,268 568 577 965 1.297 1 1,363 1,336 981 1 1,373 2,138

-  5 11 33 4 33 - 2 0 106 -  '3 21 19 99 -  32
_  8 18 -  7 -2 1 47 66 - 5 2 -  19 - 1 8 7 -  1 1

25 60 - 5 6 49 104 12 - 9 8 -  84 -  3 SO 58 -  80

- 1 0 - 7 -  1 -  1 -  1 -  2 —  1 -  3 5 3 3

1 82 -3 1 3) 183 56 - 4 3 -1 2 0 5 79 1 157 -1 0 7
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Extracted from Economic Trends, No. 122, December 1963.
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Incom e and finance of quoted com panies, 1960-62

This article contimies a series ol'studies in Eamomu 
Trends of the income and finance of public companies 
whose shares are quoted on a United Kingdom slock 
exchange and which are engaged mainly in the United 
Kingdom in manufacturing, distribution, and certain 
othe7 services. The previous article in the series 
appeared in Economic Trends of April 1962 and pre
sented an analysis of the development of company 
finance over the twelve years from 1949 to 1960. Since 
that article appeared, some changes have been made in 
the methods used in the analysis(i): in particular, a 
new method has been adopted to eliminate the effects 
of changes in the number of companies from year to 
year which arise because new companies obtain 
quotations or existing companies amalgamate or go 
into liquidation; and the smaller companies—those 
with net assets of less than £0-5 million and income of 
less than £50,000 in 1960—are no longer included in 
the analysis.

This article presents, against the economic back
ground of the period, the results of the analysis of 
company accounts under the new method for the three 
years 1960-1962. In particular it discusses the changes 
which have occurred in company income and its 
appropriation and in the pattern of the sources and 
uses of company funds: it also examines the trend in 
company liquidity and in earnings on capital over 
the period. Secondly, the article deals in some detail 
with three technical aspects of statistics of company 
finance: the problem of making comparisons from year 
to year from the figures, bearing in mind the constantly 
changing population of companies whose shares are 
quoted on stock exchanges: it examines some economic 
aspects of the provisions made in company accounts 
for the depreciation of fixed assets: and. in connection 
with assessing the trend in the earnings of capital, the 
article reviews various problems of definition which 
arise, including the treatment of depreciation.

The problem of yecir-io-year comparabiliiy
If the accounts of all companies with a stock exchange 

quotation in one year are aggregated and compared 
with the aggregated accounts of all companies with a 
quotation in another year, differences between the 
two sets of figures will reflect broadly three sets of 
influences: the change in company affairs due to 
economic circumstances, the acquisition by the quoted 
companies of non-quoted companies, and changes 
due to the addition of companies which are newly 
granted stock exchange quotations. The Board of

(’) The analysis under the new method is made quarter by 
quarter throughout the year as company accounts are 
received by Statistics Division of the Board of Trade— see, 
for instance. Board of Trade Journal, 1st November 1963
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Trade analysis is in the main concerned with economic 
aspects of company behaviour and seeks as far as 
possible to eliminate the effects on the statistics of 
inslilulional factors such as the granting o f quotations 
by stock exchanges to new companies. (The acquisition 
of a non-quoled company by a quoted company may 
also be regarded as in part at least an institutional 
rather than an economic change: but generally the 
eflect on the figures of such acquisitions cannot be 
eliminated because many of the companies acquired 
are private companies exempt under the provisions 
of the Companies Act 1948 from publishing accounts, 
and their names are frequently not known.)

Until I960, the effect on the statistics of institutional 
factors like the granting of new quotations was 
eliminated as far as possible by presenting, each year, 
the analysis of accounts of comparable sets of companies 
over a period of two years. That is, the figures included 
only companies which had stock exchange quotations 
throughout the two-year period and, for example, 
companies which were granted quotations during the 
later of the two years were excluded from both years' 
figures. But while this method makes comparison 
possible over a period of two years, for a longer term 
study it is necessary to link together changes between 
each pair of years, and this presents a problem of some 
complexity. It was therefore decided that, from 1960 
onwards, the analysis would be confined to the same 
population of companies each year—those which had 
a stock exchange quotation in 1960. Some of the 
companies with quotations in 1960 go out o f existence 
of course: a few of them are liquidated, and others 
amalgamate with or are acquired by other quoted 
companies. The liquidations are normally a reflection 
of economic circumstances and the resulting fall in 
activity of the quoted company sector is reflected in 
the figures: acquisitions etc., between quoted com
panies do not affect the figures because the acquired 
company was included directly in the figures before it 
lost its independence, while, after the amalgamation, 
its activity is reflected in the accounts of the acquiring 
company. In 1960. the accounts of 2,241 companies 
were analysed: by 1961, the number had fallen to 
2,173, as a result of amalgamations between companies 
in the population. In 1962 a further fall of 50 in the 
number of companies occurred.

In the tables which accompany this article, the 
figures for I960 and 1961 include all companies in the 
field—that is, all companies in manufacturing and
distribution which in 1960 had a stock exchange 
quotation and had assets of £0-5 million or income of 
£50.000 or more. But the figures for 1962 are in
complete, since 1962 accounts o f about 100 companies 
had not been received by the end of September 1963

m
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in time for inclusion in the analysis. For purposes 
of comparison with 1962 therefore the tables also give 
1961 figures which exclude the accounts of those 100 
companies.

The figures described as relating to ‘1962’ are derived 
from companies’ accounts for accounting years ending 
between 6th April 1962 and 5th April 1963. The 
accounting years of companies end on different dates 
throughout the year, but 36 per cent, of companies 
presented accounts to December 1962, and a further 
23 per cent, had accounting years ending in March 
1963. The ‘average’ accounting date, if each company 
is given equal weight in the calculation, is in December 
1962, and hence the aggregated accounts provide some 
measure of average experience during the calendar 
year 1962, although in fact the period covered by some 
accounts ranges as far back as April 1961, and as far 
forward as March 1963 by others.

Economic Background 1960-1962 
The early months of 1960 saw the continuation of 

the previous year’s rapid expansion of output and 
demand in the United Kingdom but the Government 
introduced a series of restraining measures in the 
first six months of the year and these were followed 
by some slowing down of the growth in personal 
consumption and exports also fell, although fixed 
investment continued to rise and investment in stocks 
was exceptionally high. Some easing of the measures 
towards the end of 1960, included two reductions in bank 
rate. Fixed investment continued to rise and there was a 
rapid increase in personal consumption, although 
stockbuilding was turning downwards. By the middle 
of 1961 there was extensive pressure of home demand, 
with rising costs and prices and a continued deficit in 
the balance of payments, accompanied by a heavy 
withdrawal from sterling. To meet this situation a 
series of measures was introduced to restore confidence 
in sterling and to bring the rise in incomes more into 
line with the growth of national production. There 
followed a fall in personal spending and in fixed 
investment while stock building declined further. As 
international confidence in sterling recovered restric
tions were progressively eased—the bank rate for 
instance was reduced in six stages from the 7 per cent, 
to which it had been raised in July 1961 to 4 per cent, 
in January 1963. The easier conditions, coincided with 
an expansion of world trade in the first half of 1962, 
and there was an upward movement in exports and 
personal consumption. Although consumers’ expendi
ture continued to increase throughout the year, exports 
levelled off in the second half of 1962 and fixed invest
ment and stockbuilding were slack throughout the 
whole year. Broadly therefore the first 18 months of 
the three years 1960-62 was a period of expansion and 
the second half a period when the effects of the restric
tive measures taken in mid-1961 were holding the 
economy in check, although the rein had been con
siderably loosened by mid-1962.
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The trend of company finance during the three years 
followed roughly the same lines. The national income 
statistics show that the gross trading profits earned by 
all companies in the first quarter of 1960 (in contrast 
with profits earned during a year and reported in 
companies’ annual accounts) were at a record level but 
they declined, on a seasonally adjusted basis, quarter 
by quarter for two years and, although they began to 
recover from the first quarter of 1962 onwards, in the 
last quarter of the year they were still 5 per cent, below 
the level of the first quarter of I960. In 1961 as a whole 
they were 5 per cent, lower than in 1960 and they 
remained at the same level in 1962.

The profitable ii^riod 1959/60 enabled companies to 
increase their savings but the increase was less than 
the increase in capital expenditure and expenditure on 
stocks, and non-financial companies’ net acquisition of 
financial assets plus their net investment abroad fell 
from £305 million in 1959 to £108 million in 1960. In 
1961 lower company profits, accompanied by more 
generous dividend distributions and higher tax liabili
ties (incurred for the more prosperous preceding years 
as well as reflecting an increased rate of profits tax), 
resulted in a fall in company savings at a time when 
capital investment programmes were running at an 
exceptionally high level. In consequence, the non- 
financial companies showed a net disinvestment of 
£211 millions in financial assets-in 1961—the only 
year in which the national income accounts show them 
as net borrowers on capital account. In 1962, non- 
financial companies’ savings were roughly equal to their 
expenditure on fixed assets and stocks.

Experience o f quoted companies 
The trading profits of the quoted companies whose 

income and finance are analysed in this article amounted 
to £2,344 million in 1961; this includes trading profits 
earned abroad, since the analysis is based on the 
consolidated accounts of groups of companies which 
in many cases include the profit and loss account of 
overseas subsidiaries. The trading profits earned in the 
United Kingdom by all non-financial companies 
amounted to £3,737 million in 1961. Overseas earnings 
on direct investment abroad by United Kingdom com
panies (including some financial companies) showed 
only a small decrease between 1960 and 1961—from
£258 million to £251 million—and rose by 10 per cent, 
in 1962 to £275 million (see Board o f Trade Journal 
15th November 1963). The better profit experience of 
overseas operations compared with those in the 
United Kingdom in 1961 and 1962 probably explains 
in part at least the smaller fall in quoted companies’ 
profits between 1960 and 1961—2 per cent, against the
4 per cent, fall in trading profits at home of all non- 
financial companies.

The fall in trading profits was accompanied by 
changes in the pattern of appropriation of income. 
Table A shows the percentage distribution of gross 
income in each of the three years from 1960 to 1962;
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in this table, income lax deducted by companies from 
payments of dividends, is treated as falling on the 
recipients of the dividends. Dividend distributions 
continued to increase and in 1962 were approaching 
one-third of total income; in each year from 1952 to 
1958, they were fairly consistently around one-quarter 
of income. A number of factors encouraged companies 
to adopt a more generous dividend distribution policy. 
The differential rate of profits tax on distributed 
profits—which in 1956 and 1957 for example had been 
at 30 per cent, against 3 per cent, on undistributed 
profits—was replaced, for accounting periods from 
April 1958 onwards, by a flat rate profits tax; then 
too, some companies have seen a more generous 
distribution policy as a defence against the possibility 
of take-over bids, and a further factor could be that 
companies may have felt able in recent years to rely 
less on retained profits for expansion, since access to 
capital may now be easier than in the mid-1950’s when, 
for instance, the approval of the Capital Issues Com
mittee was generally required for an approach to the 
market and when bank lending was at a lower level 
than in the 1960's. Interest payments on long-term 
loans increased very sharply between 1960 and 1962, 
from £69 million to £87 million. The increase reflects 
a considerable amount of new loan capital issued, 
£105 million in 1961 and £291 million in 1962, which 
raised the proportion of issued capital and reserves 
accounted for by loan capital from 10  ̂per cent, at the 
end of 1960 to over 12 per cent, two years later. The 
new loans were raised during a period of high interest 
rates and the average rate offered to attract them was 
probably between 6 and 7 per cent., substantially 
higher than the rate of return on existing loan capital.

While dividend and interest distributions increased, 
tax appropriations fell between 1960 and 1962. Profits 
tax was raised from 12  ̂ per cent, to 15 per cent, on 
profits earned after 31 March 1961, but the effect 
of this increase was greatly outweighed by the fall 
in income; moreover, in Table A, dividends are gross 
of income tax and on this basis the increase in dividend 
payments between 1960 and 1962 itself explains 
over 1 percentage point of the fall from 23 • 4 per cent, 
in 1960 to 20'7 per cent, in 1962 in the proportion of 
gross income paid as taxation by the companies them
selves.

The fall in tax appropriations was rather less than 
the rise in dividend and interest distributions, and hence 
the proportion of gross income (i.e. total income 
before providing for depreciation) retained by com
panies, either as depreciation and other provisions or 
as reserves, fell slightly between 1960 and 1962, from 
43-8 to 43-0 per cent. Throughout the period since 
1949 when the analysis was introduced, total company 
retentions have varied rather widely as a proportion 
of gross income: the proportion was lowest in 1952 
at 36*6 per cent, and highest in 1959 at 46-1 per cent. 
But within the total, provisions (of which over 95 per 
cent, are provisions for depreciation of fixed assets)

K'
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Approp ria tion  of com pany incom e
TABLE A  C million (percentage of total in italics)

Depreciation and other provisions...

V

Taxation (including prior year ad- 
justments)(*) ...........

Interest on long-term loans ...

Dividends (gross of tax)(*) ...

Share due to minority interests

Retained in reserves

Gross income(^)

I960 1961 I962(‘)

594
2 4 0

625 
26-0

2.537
100

2,478
100

2,405
100

(’) Figures for 1962 exclude about lOOcompanieswhoseaccounts 
had not been received in time for inclusion in the analysis.

(*) Income tax deducted by companies from payments of divi
dends is treated as falling not on companies but on recipients 
of dividends. Hence dividends are gross before deduction 
of tax.

(’) Trading profits, investment and other income plus prior 
year adjustments, other than tax.

have been increasing steadily year by year by around 
12 per cent, a year, more or less unaffected by the quite 
sharp changes which have occurred in total income. 
In consequence the proportion of income retained as 
reserves has shown a falling trend over the period, 
although within the trend there have been some quite 
sharp variations from year to year. The percentage of 
income retained in reserves last year, at 17-0 per cent., 
was the lowest recorded; as recently as four years ago, 
in 1959, the percentage of income retained in reserves 
was half as high again, 24-3 per cent.

The depreciation o f fixed assets
Capital goods like plant and machinery are not 

‘used up' in a manufacturing process in the way that, 
say, raw materials are. Capital goods are usually 
productive over a long period, and indeed they may 
show no great loss of efficiency (as measured by the 
ratio of, say, input of man-hours of labour and tons 
of raw material to the quantity of output) over their 
life. A loss of efficiency, in this sense, arises for instance 
with the incidence of costs of maintenance and repair 
when the plant has been in operation for some years. 
During the early years of a plant’s life, maintenance 
costs will be very low; later, taking one year with 
another, they may be relatively stable or they may 
gradually increase as the plant grows older. Plant is 
often replaced not because it is worn out or inefficient 
but because it is less efficient than new plant: the 
costs of production by the new plant (including the 
appropriate capital cost) are less than the costs of 
production by the old plant (allowing for its value for 
sale as scrap). Thus the amount of capital goods ‘used 
up' in a unit of time (say a year) or in making a unit 
of output cannot be allocated directly until the capital 
goods have come to the end of their life. The normal
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accounting processes of ‘providing for depreciation’ 
annually imply some estimate of the future life of the 
plant as well as some convention about how the cost 
of the plant shall be allocated over its estimated future 
life. Annual provisions for depreciation are, in fact, an 
accounting device to smooth ‘lumpiness’ of capital 
expenditure on the one hand, and over the years to 
maintain intact the capital employed by the undertaking 
on the other. It is an over-simplification to treat annual 
depreciation provisions either as a measure o f the capital 
used up in the productive process or as allowing for 
the fall in the market value o f plant during the year.

Both the assumed life of plant and the accounting 
conventions on which annual depreciation provisions 
are based vary widely. For instance, the ‘lives’ for 
different types of plant on which capital allowances for 
taxation purposes are based may differ from those on 
which a company bases its depreciation policy— the 
company may assume a shorter life for its plant and 
think it prudent to make an annual depreciation 
provision considerably higher than the one Inland 
Revenue has allowed for tax purposes. The accounting 
conventions may vary greatly: one company may adopt 
a ‘straight line' method of depreciation and if an item 
of plant has an estimated life o f ten years, it will set 
aside from its gross income 10 per cent, o f the cost of 
the plant every year as a depreciation provision. Some 
companies feel that it is more prudent to provide for 
a higher proportion of the cost in the early years of 
the plant’s life, and a lower proportion in its later 
years. This can be done in various ways: for instance 
the annual depreciation provision may be a percentage 
— say double the percentage arrived at by the ‘straight 
line’ method—of the written down value o f the plant.

Nearly all companies whose methods o f depreciation 
are based on the original cost of the plant—that is, 
excluding those companies which revalue their assets 
from time to time, say to current replacement c o s t -
aim to provide annual depreciation provisions which 
when added together will come to the original cost of 
the plant. In their published accounts, the allocation 
of each years’ profit includes the setting aside of the 
depreciation provision which then becomes part of the 
resources available for the company’s use. The provision 
may, for instance, be reflected in the balance sheet as 
increased liquid resources, or it may be used to finance 
the building of a new factory, when its counterpart 
will be an increase in fixed assets. The value at which 
fixed assets appear in the books is reduced by the 
amount of the provision; hence if no changes occurred 
in the company’s capital structure— if there were no 
issue or repayment of capital to shareholders, and if the 
balance of profit after depreciation and tax were 
distributed and none o f it were retained in reserves— 
the book value of the company’s net assets (fixed 
assets after depreciation plus net current assets) would 
remain constant over time, and would be equal to the 
capital originally invested.

But if the productive capacity of plant continues
52

at its original level (or falls only slightly) until it is 
scrapped, each year’s depreciation provision constitutes 
an addition to the resources actually available to the 
company and, as such, will earn a return. An example 
from the present figures may illustrate the point. The 
average return (gross o f depreciation but net of tax) 
on gross assets of quoted companies in 1962 was 
about 9 per cent., while the depreciation provision 
was just over £6(X) million, and the total of the deprecia
tion which had been provided for on existing assets 
over the years amounted to over £4,1(X) million. If the 
quoted companies maintain their provisions for de
preciation at the 1962 level over the next few years, and 
the accumulating amount set aside is retained and 
earns a return o f 9 per cent, a year, which is in turn 
reinvested, after 8 years the accumulated provisions 
plus their earnings since 1962 would exceed the gross 
value of fixed assets at the end of 1962. In other words, 
on the assumptions mentioned above present deprecia
tion policies are sufficient to provide for the replace
ment of existing capital by the end of 1970.

Such a calculation can, of course, give only a rough 
indication of the orders of magnitude involved. To 
assume a yield on depreciation provisions of 9 per cent., 
equal to the average return on capital, is probably 
unrealistic. First, the average rate of return on capital 
has been falling in recent years and may fall still 
further; if instead of the rate o f return o f 9 per cent, 
(compounded) which has been assumed in the above 
calculation, a rate of 6 per cent, is assumed, it would 
have taken until 1972 for the accumulating provisions 
and their earnings to reach the gross value o f fixed 
assets at the end o f 1962. Secondly, as explained above, 
some loss of efficiency in plant, reflected in increased 
maintenance costs, must be expected as the age o f the 
plant increases; and because of the rise in prices which 
has occurred since existing capital was originally 
installed, the book value (gross of depreciation) of 
fixed assets in 1962 understates their replacement costs. 
If allowance were made for these factors, clearly more 
than 8 years would be needed for depreciation provisions 
to accumulate to a sum equal to the value of existing 
assets; on the other hand, the calculation takes no 
account of the earnings which must have accrued in 
the past to the accumulated depreciation at the end of 
1962, and the average life of fixed assets is undoubtedly 
considerably greater than 8 years. The calculation, in 
fact, provides some support for the view that the 
accounting practice of making depreciation provisions 
which are based on historical cost of plant (but which 
do not take account o f earnings which will accrue to 
the provisions during the lifetime of the plant) does 
in fact allow to some extent for rising price levels in 
its aim of maintaining capital intact.

Uses o f company funds
Table B shows the main uses of capital funds of 

companies during the three years 1960 to 1962. These 
estimates of the uses to which companies’ funds are
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Uses of company funds
TABLE B £ million

Expenditure on tangible fixed assets
Increase in value of sto cks...............
Increase in trade and other credit 

granted .•• ••• ••• •••
Expenditure on acquiring subsidiaries 
Expenditure on trade investments... 
Other expenditure and adjust- 

ments(*) ............... • • • < >
Total • • • •

I960 I96t I962C)

1.070 1.312 1.238
615 300 77

409 236 164
328 374 270

76 81 147

-  69 -  56 -  23

2,430 2.246 1,873

(') Figures for 1962 exclude about 100 companies whose 
accounts had not been received in time for inclusion in the 
analysis.

(̂ ) Expenditure on goodwill and other intangibles p/us ex
penditure out of provisions p/us other expenditure on 
capital account p/us a consolidation adjustment (—£140 
million in I960. —£127 million in 1961 and —£104 million 
in 1962) in respect of unidentified assets and liabilities of 
subsidiaries acquired during the year p/us residual and 
other adjustments.

TABLE C
Sources of company finance

£ million

I960 1961 19620

Issues of capital: 
Cash receipts;

Ordinary shares ................ 236 284 90
Preference shares 14 1 14
Debentures 26 99 275

Shares issued in exchange(^:
Ordinary shares 178 207 165
Preference shares 13 15 14
Debentures ............................ 1 6 16

Company retentions:
Depreciation and other provisions 538 594 625
Additions to future tax reserves... 58 -  59 -  18
Retained in reserves 574 482 410

Other sources of funds:
Bank credit ............................ 149 175 69
Trade and other credit received ... 341 198 129
Fall in liquid resources(’) ............... 103 I I I 71
Other sources of funds(*) 198 134 13

Total sources of funds
(including fall in liquid re
sources) ............................ 2.430 2,246 1.873

(’) Figures for 1962 exclude about 100 companies whose accounts 
had not been received in time for inclusion in the analysis. 
Value. ^  recorded in acquiring company's accounts, of 
shares issued in exchange for acquisition of controlling 
interest in subsidiary companies.

(̂ ) Marketable securities plus tax reserve certificates p/us cash.
(*) Additions to accruals (tax. dividends and interest) p/us 

increase in liability to minority shareholders p/us surplus on 
disposal of fixed assets p/us other receipts on capital account.

pul, as well as the estimates in Table C of the sources of 
companies' funds, are subject to some margin o f error. 
Table B includes, as a use of funds, the expenditure 
on acquiring subsidiaries and, as far as possible, the 
figures of expenditure on particular classes o f assets— 
tangible fixed assets or stocks for instance—exclude
the increase in the parent company’s assets arising 
from such acquisitions, but in many cases it is not
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possible to estimate exactly what part of the increase 
in assets (and in liabilities) o f the acquiring company 
is due to the acquisition. These unidentified assets 
and liabilities acquired with subsidiary companies 
are brought to account in Table B in a ‘consolidation 
adjustment’— see footnote (2) to the table. Subject to 
this point, it seems clear that the quoted companies’ 
experience between 1960 and 1962 was closely in line 
with that o f the economy as a whole as described earlier 
in this article. The buoyancy o f expenditure on fixed 
assets during the earlier part of the period is seen in 
the rise in 1961 o f 23 per cent, in capital expenditure 
above the 1960 level, which was itself easily the highest 
level previously recorded in these studies. But in 
response to the measures taken in mid-1961, expenditure 
on fixed assets moved downwards in 1962, while already 
ip 1961 stockbuilding was receding from the high level 
of the previous year and in 1962 reached the low level 
of around £80 million; the fall in stock-building was 
accompanied by a slowing down in the rate o f growth 
of new trade credit granted. Expenditure on acquiring 
subsidiary companies, or on acquiring an interest in 
associated companies by way o f trade investments, 
continued at a high level.

Sources o f  company finance
Table C shows how the fall in the level of company 

activity between 1960 and 1962 was reflected in an 
easing of pressure on company funds. Again, as 
explained above, the figures are subject to a margin of 
error because of the unidentified assets and liabilities 
of subsidiary companies which were acquired during 
the period. The total value of new issues o f loan and 
share capital increased by 31 per cent, between 1960 
and 1961, and the bulk o f the increase was accounted 
for by issues for cash, particularly by way o f long
term loan capital. The change from participating to 
debenture capital went further in 1962; issues for 
cash by way o f long-term loans amounted to £275 
million, against only £90 million by way o f equity 
capital. As explained above, company retentions from 
the profit and loss account showed some fall, but 
the increase in cash from new issues, coupled with the 
lower level of company activity, reduced the pressure 
for ‘outside’ finance, and the increases in bank over
drafts and in trade credit received in 1962 were barely 
half the increase in 1960 and 1961. There was a similar 
slowing down in the rate at which companies’ cash and 
marketable securities were being liquidated.

Table D shows how short-term assets compare with 
short-term liabilities in the consolidated balance sheet 
of the quoted companies. The pressure which has been 
apparent on company liquidity for some years past 
shows clearly in the figures, although the pressure has 
eased a little during 1961 and 1962 when company 
activity was not expandihg at the rate o f earlier years. 
The high level of investment in 1960, both in stocks and 
in fixed assets, caused companies to run down their 
liquid resources by £100 million; sales o f marketable
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TABLE D

Liquid resources:
Cash
Tax reserve certificates................
Marketable securities ................

Total liquid resources ...
Less Bank overdraft and loans 

Taxation, dividend and interest 
payments due ...

Excess of bank overdrafts and pay
ments due ... • • »

Liquidity rotios;
Current assetsicurrent liabilities .. 
immediote assets(‘)/current liabili 

ties a • ■

I960 1961

£ million 

I962(‘)

675 631 619
215 201 150
609 589 539

1.499 1.421 1,308
709 880 879

1.082 U 5 4 1,066

291 614 636

2 1 1 2 02 2 0 2

1 0 8 1 0 2 h 0 2

(') Figures for 1962 exclude about 100 companies whose accounts 
were not received in time for inclusion in the analysis.

(̂ ) Liquid resources f>ius trade and other debtors.

securities, partly perhaps in response to the buoyancy 
of stock market prices, accounted for about one-third 
of the reduction. At the same time, companies were 
calling on their overdraft facilities with banks to an 
unprecedented extent, and increases in dividend as 
well as in tax appropriations on the high level o f profits 
in 1959 and 1960 were awaiting payment and providing 
a source of very short-term finance to companies. 
1961 and 1962 saw a slowing down in the rate of fall 
of liquid assets, although the lower level of profits 
encouraged companies to run down their holdings of 
tax reserve certificates. But liquidity ratios at the end 
of the period were lower than at any other time since 
this analysis began in 1949.

T/ie earning power o f assets
The statistics of quoted company finance have 

recently been used to a growing extent in studies o f the 
earning power o f assets—in relation, for instance, to 
studies of the trend of profits of quoted companies and 
of the comparative profitability of quoted companies 
and of the nationalised industries. Among the many 
problems which arise in studies o f this nature are 
questions of the basis o f valuation o f assets which 
constitute the denominator of an income/asset ratio, 
and what are the appropriate definitions o f income 
and assets.

The basis of valuation of fixed assets—and hence of 
the issued capital and reserves underlying them—varies 
from company to company. The age o f assets (and 
consequently the level of prices at which they were 
bought) is spread over a wide span of years; and 
changes in the value of assets recorded in balance sheets 
between one year and the next arise not only from 
the installation of new assets (and the scrapping of 
old ones) but also from revaluations of assets and 
the writing off of goodwill. These are considerable 
difficulties, but they can be exaggerated. In the first

/
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place, a considerable proportion of a company’s assets 
consist of current assets like cash and trade and other 
debtors which are by definition at current price levels. 
In 1962, net current assets—that is, current assets 
less current liabilities—of the quoted companies in 
total amounted to about £5,000 million, or 60 per cent, 
of the net value of tangible fixed assets, £8,340 million. 
Secondly, a number of companies, including some of 
the very large ones, have revalued their assets so that 
they reflect price levels of recent years. (The effect on 
asset values of purely ‘book’ transactions like revalua
tion and writing off of goodwill, which can usually be 
identified from the resulting changes in the company’s 
reserves, has as far as possible been eliminated in 
calculating the income/asset ratios shown in the chart 
accompanying this article. The value of assets at the 
end of 1960 are as recorded in companies’ balance 
sheets, but for 1961 and 1962 they have been calculated 
by adding to the 1960 figures ‘true’ changes which have 
occurred, ignoring for instance changes arising from 
revaluation o f assets, bonus issues, writing off goodwill, 
etc.)

The definitions of income and assets to be used in 
calculating measures o f the return on capital depend 
to a large extent on the purpose of the measures. For 
instance, if the purpose is to examine the trend of 
earnings of a particular company, the finances of the 
company can be examined in detail. If a run of balance 
sheets shows a bank overdraft running at a fairly high 
level over a period of years, it would be reasonable to 
treat the loan as capital employed by the firm, while 
if the loan appeared only in the balance sheet for one 
year it might be more appropriate to treat it as a 
current liability. When, however, the accounts of a 
wide variety of companies are being aggregated into a 
consolidated set of accounts, it is desirable to analyse 
the accounts on a standard basis which minimises as 
far as possible the effect of different accounting practices. 
For example, income may be defined as the sum avail
able to the company either before or after deducting 
depreciation provisions. On the one hand, from the 
accountant’s point of view a profit cannot be struck 
until provision has been made for maintaining capital 
intact; and it is prudent to make a larger provision 
for depreciation for a new plant which is expected to 
become obsolete rapidly than for one which is expected 
to have a long effective life. But from the point of view 
of economic analysis, depreciation provisions are an 
arbitrary allocation from the total sum (accruing from 
the year’s working) whose appropriation is under the 
control of the company and there is little significant 
difference between depreciation provisions as such and 
the portion of profit retained by the company as 
reserves. If, for instance, a company earns only sufficient 
to cover its direct costs, it will debit to its profit and 
loss account a depreciation provision and, in the 
balance sheet, the resulting loss appears as a reduction 
in reserves. Similarly many company accounts show, 
in addition to a depreciation provision, an appropriation
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to capital replacement reserves: a return net o f de
preciation would include the former but exclude the 
latter, although the difference is an accounting and 
not an economic one.

Similarly, capital employed may be defined either 
as including or as excluding the depreciation which 
has accumulated over the years in fixed assets. Some
times annual depreciation provisions are regarded 
either as a measure o f the extent to which capital is 
‘used up’ during the year or as offsetting a fall in the 
plant’s market value as it becomes more worn out; 
but it is probably more realistic to assume generally 
that a plant’s productive capacity is roughly constant 
over its life, and this assumption leads to the approach 
of measuring capital before depreciation. As an extreme 
example, a plant which has been operating for a number 
of years and has been fully depreciated (so that it 
stands at a nil net valuation in the company’s books) 
may still be operating profitably; in such a case, the 
ratio of net income to assets net o f depreciation will 
be infinite.

Both the ‘gross' and the ‘net’ approaches to trying 
to measure the return on capital have serious difficulties 
inherent in them, and although on balance perhaps the 
ratio of gross income (that is, before providing for 
depreciation) to gross assets (fixed assets gross of 
depreciation plus current assets less current liabilities) 
provides a rather better basis for an aggregative 
analysis than the net ratio, it is preferable to study the 
trend of both ratios; the chart accompanying this 
article shows the trends in both the gross and the net 
ratios for some selected industry groups over the 
period 1954 to 1962.

Although the gross and net ratios differ only slightly, 
for most industries, and for all companies in total, the 
net ratio tends to be slightly higher than the gross ratio. 
This is explained, arithmetically, by the fact that 
annual depreciation provisions expressed as a propor
tion of income for the year were in most cases rather 
lower than accumulated depreciation expressed as a 
percentage of the gross value of assets. But after a 
period when capital investment has been high, the net 
ratio tends to fall in relation to the gross ratio: many 
companies provide for a high rate o f depreciation in 
the early years o f a new plant’s life—for instance, 
companies whose depreciation appropriations are in 
line with Inland Revenue tax allowances may charge 
to depreciation the equivalent of the Inland Revenue 
initial allowances and investment allowances on new 
plant in the first year of the plant’s life. Hence in such 
periods a high proportion of gross income is provided 
for depreciation, and although the accumulated 
depreciation also shows a high rate o f growth in 
consequence, the effect is damped down by the size of 
the fund which has already accumulated. To the extent 
that the new investment is accompanied by scrapping 
existing plant, the effect is accentuated; plant which 
has been in existence for some time will have been 
fairly heavily depreciated, and its scrapping will reduce
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the total o f net book values proportionately less than 
the total o f gross book values. Thus while the gross 
and net ratios were both roughly at 16 per cent, in 
1959 and 1960, by 1962 the gross ratio had fallen to 
13 per cent, while the net ratio had fallen a further 
half point, to 12i per cent., the difference in movement 
probably reflecting the high rate o f investment in fixed 
assets in 1960 and 1961.

The chemical industry, exceptionally, has had net 
income/net asset ratios which year by year since 1954 
have been lower than the gross ratios, reflecting the 
fact that the industry is one in which, for two reasons, 
the value of assets net of depreciation is high in relation 
to assets gross o f depreciation. First, since the industry 
is one in which technology has advanced rapidly and 
in which new products have been developed, capital 
investment has been at a high level and the age o f the 
industry’s plant is probably lower than the average; 
hence the industry’s fund for depreciation is likely to 
represent accumulation over a shorter period than 
for most other industries. Secondly, while an increasing 
number of companies are revaluing their assets to 
bring them more into line with current price levels, 
the practice is most marked in the chemical industry: 
Imperial Chemical Industries and Unilever, the two 
largest companies in the Board o f Trade analysis, 
are both classified to Chemicals and both companies 
have revalued their assets within the past five years. 
The effect o f revaluing plant to current replacement 
costs is on the one hand to reduce accumulated de
preciation since the new written-up value replaces the 
original cost in the company’s books and no deprecia
tion has yet occurred in relation to the new valuation; 
on the other hand, since depreciation provisions are 
related to the book value o f plant, the rise in book 
values means that current depreciation provisions 
must be higher. Both factors tend to lower the net ratio 
in relation to the gross ratio.

Trend o f incomelasset ratios
The chart which accompanies this article shows that 

the three years 1960 to 1962 showed an acceleration 
of the downward trend in the return to each unit of 
capital which was apparent from 1954 onwards. In the 
4 years from 1954 to 1958 gross income as a percentage 
of gross assets of the quoted companies in total fell 
about 3 points to 15 per cent.; in the following year 
1 point o f this loss was recovered and the ratio rose to 
16 per cent, and in 1960 this level was maintained as 
new investment was closely matched by a further rise 
in income. But the large capital investment programmes 
of 1961, coupled with the fall in the actual amount of 
profits earned, brought the gross income/asset ratio 
of the quoted companies down 1 | points in 1961 and 
a further point in 1962. Thus while new investment 
by the quoted companies in tangible fixed assets alone 
was of the order of £4,500 million over the four years for 
1959 to 1962—or about one-third o f the gross book 
value of tangible fixed assets at the end o f the period—
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the return on each £100 of the gross book value of 
capital fell from £16 in 1959 and 1960 to only £13 m
1962. . ,

The downward movement in earnings on capital
between 1960 and 1962 was apparent in almost all the 
22 separate industry groups for which figures are 
calculated; only among the tobacco firms was a rise 
recorded in the ratio in both 1961 and 1962, and in 
both years the increase was very small. The construc
tion industry, in which earnings ratios were falling 
rather steeply in the years up to 1960, showed no 
further decline in 1962, and companies classified to 
transport (excluding shipping) and retail distribution— 
which exceptionally, saw a steady growth in income 
per unit of capital during the 1950 s—as well as the 
electrical engineering industry recorded only small falls 
in their income/asset ratios. The vehicles industry in 
1962 earned less than two-thirds o f the return it 
received in 1960 on each £100 of capital, but this is an 
industry whose profitability fluctuates widely over 
periods of two or three years, while earnings ratios of 
companies in metal manufacture, where the steel 
companies predominate, also fell steeply and in 1962 
each £100 of capital earned a return o f only £10.

NOTES AND DEFINITIONS
Companies included

The companies included in this analysis, numbering 
about 2,000, are those which in 1960 (a) had assets of 
£0-5 million or more or income o f £50,000 or more; 
(b) whose shares were quoted on a United Kingdom 
stock exchange; and which (c) are mainly engaged in 
the United Kingdom in manufacturing, distribution, 
construction, transport and certain other services. 
Companies whose main interests are in agriculture, 
shipping, insurance, banking, finance and property 
and those operating wholly or mainly overseas are not 
included.

Method o f presentation
Wherever possible the accounts used in the analysis 

are the consolidated accounts of groups o f companies, 
including the balance sheets and the profit and loss 
accounts of subsidiary companies within each group. 
The statistics are not therefore confined to activities 
in the United Kingdom since over one-quarter of the 
companies are known to have subsidiaries operating 
overseas whose accounts are consolidated with those 
of the group. Figures for the earlier years include 
companies which were independent in that year but
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which were acquired later by another company in the 
population.

The Appendix tables, which cover all the companies 
analysed and also those in manufacturing industry 
only, are divided into a standard appropriation o f  
income account, a balance sheet and a table setting out 
the sources of companies’ funds and showing how 
these funds were used. In the latter table changes 
which are not due to true cash transactions, for example, 
those resulting from revaluation o f fixed assets and 
reorganisation of capital, have been eliminated as far 
as possible.

Because o f rounding, the total o f a row or column 
may not be exactly equal to the sum of its components.

The accounting 'year'
The figures for the year T960’ relate to companies’ 

accounting years finishing between 6 April 1960 and 
5 April 1961; other years are similarly defined. The 
accounting years o f companies end on different dates 
throughout the year, but about 40 per cent, o f quoted 
companies have accounting periods ending in the 
fourth quarter o f the calendar year, and a further 30 
per cent, in the first quarter.

In the text tables, the figures for 1960 and 1961 are 
‘final’— that is, they include accounts o f all the com
panies in the field covered by the analysis. The figures 
for 1962 relate to companies whose accounts for 1962 
had been received by 30 September 1963; they are 
provisional since they exclude about 1(X) companies 
whose accounts for 1962 had not been received in 
time for inclusion in the analysis.

The Appendix tables include final figures for I960 
and 1961 and provisional figures for 1962 (with com
parable figures for 1961).

Industry classification
Each company whose accounts are included in the 

analysis is allotted to an industry group, corresponding 
generally to an Order o f the Standard Industrial 
Classification, 1958 (S.I.C.). If a company has diverse 
activities it has been classified to the industry in which 
its main activity lies; but for some companies, and 
particularly for industrial holding companies with 
interests in a number o f manufacturing and service 
industries, the classification is a very arbitrary one. 
Tables similar to those in the Appendix to this article 
for each o f 22 industry groups are published in Statis
tics on Incomes, Prices, Employment and Production, 
No. 7, December 1963 (H.M.S.O., price I2s. 6d. net).
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TA B LE  3
Sources and uses of capital funds during year

C million

Accounts for 'year'

So u rces  o f funds
Receipts from issues of: 

Long-term loans . . .  
O rdinary shares 
Preference, etc. shares « •

Total loan and share capital issued

Increase in amount owing to: 
Banks
Trade creditors . . .
O ther c re d ito rs ....................

Addition to accruals:
a)( . . .  . . .  . . .

Dividends and interest . . .

• « •

Total increase in credit received

Balance retained in reserves
Provisions out of income for depreciation, etc
Additions to future tax reserves

Total additions to reserves and provisions

Increase in liability to m inority shareholders 
Surplus on disposal of fixed assets 
O ther receipts on capital account

Total of other sources

T o ta l sources o f funds .. .

U ses  o f funds 
Expenditure on :

Tangible fixed assets 
Goodwill and other intangibles 
Trade investments

Total expenditure on fixed assets

Increase in value of: 
Stocks
Trade debtors 
O ther debtors

• • <

Total increase in stocks and debtors

Expenditure out of provisions 
O ther expenditure on capital account .. . 
Expenditure on acquisition of subsidiaries 
Adjustments due to consolidation

Total of other uses

T o ta l uses o f funds

B a lan ce  rep resen ted  by
Increase in holdings of: 

Marketable securities 
Tax reserve certificates 
Cash

Residual and other adjustments

T o ta l ba lancing  item s • *

Manufacturing and distribution: all industries Manufacturing industries

Final figures

i960

468

617

1,171

71

2.327

1,180

1,024

222

2,427

-  100

1961

611

439

1.016

68

2,135

1.412

536

290

2,238

Accounts received 
up to 30 September 

1963
Final figures

Accounts received 
up to 30 September 

1963

1961

560

64

413

979

64

2.015

1962 I960

575 382

148 508

1,017 992

62

1,802 1,939

1,349 1.408 986

1961 1961

545 498

342 327

636 809

55 53

1,778 1.686

1,178 U 3 5

252

2,118

-  103

241 852

208 198

440 427

262 226

1,856 2,036

-  54 -  97

1,880 1,787

-  102 -  101

60

1962

476

834

60

1,484

1,186

191

172

1,549

-  65
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1961

409
9

498

142
I3S
5

49
'  3

266
195
15

476

se
109

6

'  65
6

327

387
484

-  62

14

330
S28

-  24

834

40
14

4
43

3

S3 60

.686 .484

.055 1.035
15

72 136

.135 .186

427 191

.  65

Extracted from Economic Trends  ̂ No. 114, April 1963.

Acquisitions and amalgamations of quoted companies 1954-1961
 ̂ • ____________ choree ( c x r \ A  in fhpir  tAtal  1There are about 2,600 companies engaged mainly in 

manufacturing and in the distributive and service 
trades whose shares are quoted on a United Kingdom 
stock exchange. The published accounts o f these 
companies are analysed by the Statistics Division of the 
Board of Trade and combined into aggregated income 
appropriation accounts, balance sheets and sources and 
uses of funds accounts.(*) The book value of net assets 
of these companies amounts to some £14,000 million, 
and of this over £7,000 million was added during the 
period 1954 to 1961—some £4,000 million of this 
representing additions to fixed assets and about £1,500 
million each representing increases in net current assets 
and expenditure on acquiring subsidiaries.

This article analyses in some detail the last of these 
three broad categories of expenditure, the £1,500 million 
spent on acquiring subsidiary companies. Among the 
questions it examines are the trend of expenditure on 
acquiring subsidiaries over the period and how this 
was divided among companies classified to different 
industries; the relation of acquisitions to growth of 
business concentration on the one hand and diversifica
tion on the other; how the consideration was paid, by 
way of the issue of shares or in cash; the pattern of 
assets of the companies which were acquired, and 
whether the consideration paid was greater or less 
than their book value; and how much of total acquisi
tion expenditure was expenditure by the very large 
quoted companies (with assets £25 million or more). 
Finally, the article considers eighteen large ‘mergers’ 
which have taken place—cases in which a new unit is 
formed from an amalgamation of two or more com
panies of which no one is predominant.

Some problems of interpretation 
Statistics of acquisition expenditure are inevitably 

subject to many technical limitations. Information 
about the consideration paid by a company for a 
controlling interest in another company may be very 
varied in its quality. In the simplest case, the acquiring 
company will make public a cash bid for the shares of 
the company it wishes to acquire. More often, at least 
part of the consideration will be by way of shares in 
the acquiring company, and in such cases any calcula
tion about the consideration paid requires an estimate 
of the value of the shares issued. In some cases the 
acquiring company itself supplies this estimate by 
showing in its balance sheet an increase in the number

( ’ ) See Economic Trends April 1962 and Boord o f Trade Journal 
1 December 1962. From 1961 onwards, the analysis excludes 
about 400 companies each with assets of less than £0 5 
million, but these companies account for less than 5 per 
cent, of assets and income of the quoted companies in total; 
in I960 they spent only £23 million on acquiring subsidiaries, 
out of a total expenditure by all companies of £338 million. 
Where reference is made in this article to the assets of all 
quoted companies, including these 400 smaller companies, 
I960 figures have been used.
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of shares issued (and in their total nominal value) 
together with a share premium account which reflects 
the difference between the nominal value of the shares 
issued and the value attributed to them by the acquiring 
company—often on the basis of the price o f the shares 
on the stock exchange. On the other hand, cases occur 
where only the nominal value of the shares is shown in 
a company’s accounts, and the acquiring company 
does not treat as a premium on the shares issued an 
amount equal to the difference between the nominal 
and the market value of the shares issued to acquire 
the subsidiary company.

Apart from these difficulties of deciding the amount 
paid for a newly acquired subsidiary, there are diffi
culties in identifying the assets of the company acquired. 
When a company takes over another company which 
it brings into its consolidated accounts, the changes 
between the opening and closing valuations in the 
consolidated balance sheets for each item of assets and 
liabilities will contain amounts equal to the correspond
ing items of assets and liabilities of the company which 
has been acquired. When the acquired company is a 
quoted company, its last published balance sheet will 
give some guidance about the value of the different 
assets and liabilities which have been added to the 
acquiring company’s balance sheet as a result of the 
transaction; the accuracy of such estimates based on 
this type of information depends of course on the 
accounting treatment on consolidation as well as on 
how soon after the date of its last published balance 
sheet the company was acquired. But if the acquired 
company was not a quoted company it is much more 
difficult to obtain information about it. Companies 
are not required to name the subsidiary companies 
Covered by group accounts. Hence it is not always 
possible to identify the names of companies acquired, 
or indeed to determine exactly how many companies 
have been acquired during a year. Changes in the 
acquiring company’s long term liabilities, minority 
interests, goodwill and reserves can often be attributed 
to acquisitions; but if the company acquired is an 
unquoted company, the majority of which are not 
required to submit accounts to the Registrar of Com
panies, it is usually not possible to say how much of 
the change in stocks, tangible fixed assets, bank over
drafts, cash, etc. reflects items taken over with the 
acquisition. In the Board of Trade statements of 
sources and uses of funds, ‘direct’ expenditure by a 
company on buying assets like those mentioned, and 
increases in its liabilities such as bank and trade credit, 
are over-stated to the extent that they represent un
identified assets and liabilities taken over with a 
company which has been acquired; the over-statement 
is offset in total in the sources and uses statement by a 
‘consolidation adjustment' equal to the value of the 
unidentified assets of the acquired company. Where

• ••lA. y X
i

* .

V f



XCi-
>•.

.iTK-
.~Ot »̂ •'>-

• -<*.
««'

k;

m '

W,.'ii';fi

• *]

m . . -  •' M3

separate companies merge (as opposed to the acquisition 
of one company by another) the first account of the 
new enlarged company in many cases will not give 
corresponding figures for the previous financial year; 
and to add together the last published accounts of the 
separate companies, which may relate to different 
dates, can. introduce errors which are diificult to detect. 
These and other limitations must be borne in mind in 
interpreting these statistics o f company acquisitions.

The trend and industrial pattern o f acquisition expenditure
Total expenditure on acquisitions by the quoted 

companies amounted to £1,594 million between 1954 
and 1961, while the book value of subsidiaries they 
sold amounted to £97 million; thus their net invest
ment in subsidiaries was £1,498 million. Between 1954 
and 1958 expenditure on acquiring subsidiaries was 
running steadily at around £100 million a year, but in 
1959 it rose very sharply to £307 million and increased 
again by 10 per cent, both in 1960 and in 1961, when 
it amounted to £368 million.

Apart from expenditure on acquiring subsidiaries, 
there was a marked increase in the trade investments 
of the quoted companies between 1954 and 1961. 
Trade investments are investments, not amounting to 
more than half the equity share capital, in companies 
with which the company is associated by way of 
business and as such may, for some purposes, be 
regarded as akin to investment in subsidiary companies. 
These have also shown a marked upward trend, from 
£10 million in 1954 to £80 million in 1961. The industry 
which has been most prominent in acquisition expen
diture over the period—paper, printing and publishing 
—also recorded large expenditure on acquiring trade
investments shown in Table 1. The analysis in the 
remainder of this article is confined to expenditure on 
acquiring control of subsidiary companies.

In terms o f total expenditure on acquisitions, com
panies classified to the drink industry and to paper, 
printing and publishing both spent over £190 million, 
considerably more than any other industry over the 
eight years; third in size of expenditure were non
electrical engineering companies at £126 million. But 
there is a wide variation in the size of the industries 
for which separate figures are compiled; net assets 
in 1960 ranged from over £1,8(X) million o f companies 
classified to chemical and allied industries (Order IV of 
the Standard Industrial Classification^ 1958) to £17 
million of companies classified to the leather, leather 
goods and fur industries (Order XI). It is preferable 
therefore to relate expenditure on acquisitions to the 
value of net assets. Table 1 shows the breakdown of 
expenditure by industries, how expenditure was divided 
between the two periods 1954-1958 and 1959-1961, 
and its relation to the value of net assets of the industry 
at the end of 1960.

In three industries—paper, printing and publishing, 
clothing and footwear, and drink—expenditure on 
acquiring subsidiaries between 1954 and 1961 amounted
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to over one-fifth of the value of net assets at the end of 
1960. At the other end of the scale, companies classi
fied to tobacco, the chemical industry, miscellaneous 
manufacturing industries, shipbuilding and construc
tion spent relatively little—less than 7 per cent, of the 
value of their assets at the end of 1960—in acquiring 
subsidiary companies. The much greater rate of 
expenditure in 1959-1961 than in 1954-1958 is apparent 
in most industries, though here again there was con
siderable variation in experience. Annual average 
expenditure increased sixfold between the two periods 
among companies classified to electrical engineering, 
an increase largely accounted for by the concentration 
which took place among companies manufacturing 
electric cables in 1959 and among radio and electronic 
companies in 1961. The increase was nearly as sharp 
among firms in the drink trade: food, metal manu
facture and vehicles were other industries where annual 
acquisition expenditure was more than three times 
greater in 1959-1961 than in the earlier period.

Concentration and diversification 
The varying nature of the population of quoted 

companies is well illustrated by the changes which 
take place in the actual numbers of companies. In 1954, 
the accounts of nearly 2,9(X) companies were analysed; 
over the next seven years, nearly 450 companies were 
added to the population but the accounts of over 700 
ceased to be analysed, the majority because they were 
absorbed by other quoted companies. Details are 
given in the table below. Moreover, while nearly 
one-fifth of the quoted companies in existence at the 
end of 1961 had joined the population during the 
previous eight years, the quoted companies were also 
absorbing a large number of unquoted companies—
around 200 a year between 1954 and 1958, nearly 500 
in 1959, and around 6(X) in 1960 and 1961. As explained 
above, information about the numbers of unquoted 
companies acquired and about their assets and liabili
ties is only approximate.

Changes in the numbers of quoted companies 1954-1960

Number of 
companies

Companies whose accounts for 1954 were analysed 2,892
plus

Companies newly granted quotations, 1954-1960... 446
/ess

Amalgamations within the same in d u stry ................... 321
Acquired from other industries .................................. 157
Acquired by companies not in population 143
Companies reclassified as no longer engaged in

manufacturing and distribution, I954-I960(’) . . . 2
Companies liquidated 82
Companies ceasing to have quotations ................... IS

Companies whose accounts for I960 were analysed/*) 2,618

(*) In addition, 49 companies were reclassified to different 
industries within manufacturing and distribution.

(*) In 1961, the analysis was confined to 2.037 quoted companies 
w ith net assets of £0-5 million o r income of £50,000 o r more.
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Whether the absorption of one company by another 
represents statistically an increase in business con
centration defined, say, as an increase in the share of 
the market for a product held by the company, or the 
diversification of the acquiring company's interests 
depends to some extent on the degree o f refinement of 
the statistical classifications used. Concentration and 
diversification are concepts best related to particular 
products or commodities and not to an industrial 
classification. But a company usually makes a range of 
products, and in this analysis is classified, rather 
arbitrarily if its products are very diverse, loan industry, 
usually corresponding to an Order of the S.I.C. More
over, it must be borne in mind that not all acquisitions 
reflect the coming together of hitherto independent 
companies. The difficulty of classifying acquisitions in 
terms of concentration or diversification or other 
simple categories is exemplified by the acquisition by 
Albert E. Reed & Co. of Anglo-Canadian Pulp and 
Paper Mills in 1960. The transaction appears to have 
involved a measure of integration between Albert E. 
Reed & Co. and the Daily Mirror Group, who sold 
their interests in Anglo-Canadian Pulp and Paper Mills 
to Albert E. Reed in exchange for ordinary shares in 
the latter. As another example, the acquisition of 
Pinchin. Johnson and Associates, the paint company, 
by Courtaulds. classified to textiles, is, in terms of the 
statistical classification used here, a diversification of 
Courtaulds' interests. But Courtaulds already had 
interests in the paint industry before this acquisition, 
and hence the acquisition in fact represented increased 
concentration in paints. While, therefore, there has 
undoubtedly been an increase in business concentration 
in this latter sense(*), some of the company acquisitions 
which have taken place represent a growth in the 
diversity of industry and in the products under the 
control of the financial unit—a diversity which is 
typical, for instance, of the large industrial holding 
company, although it may also be a reflection of the 
integration into a unit of a source of supply of the 
materials, components or processes the acquiring 
company needs for its operation.

Typical of the industry where the absorption of 
companies represents increased concentration is the 
drinks industry. Out of over 60 quoted companies 
acquired by companies classified to the industry or 
involved in mergers, only five were from outside the 
industry; and in the food industries, engineering, tex
tiles. paper, printing and publishing, and miscellaneous 
services trades, the number of acquisitions within the 
industry far exceeded the number of acquisitions from 
outside. Industries where acquisitions by way of 
diversification were important included bricks, pottery, 
glass, cement, etc. Of the 19 quoted companies which 
were acquired by (or merged with) companies in this 
industry, 10 were classified to other industries—

( ')  For a discussion of this topic for the period 1951 to 1958 
based on the results of the Census of Production, see the 
article in the Board of Trade Journal of 8 March 1963.
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including engineering, textiles, paper, construction and 
wholesaling—reflecting partly the diverse activities of 
the Thomas Tilling Group, which is classified to this 
industry. Twelve of the 22 companies acquired by 
companies classified to the metal goods industry came 
from other industries, including metal manufacture, 
engineering, retailing and textiles. Clothing and foot
wear (engineering, metal goods, textiles and distribu
tion) and chemicals (food, drink, metal manufacture, 
bricks, etc., and paper, printing and publishing) were 
other industries where ‘outside* acquisitions were 
relatively numerous. Acquisitions within the textile 
industry were more numerous than acquisitions by the 
industry from other industries, but nevertheless acquisi
tions by textile companies of companies classified to 
chemicals, metal manufacture, engineering, metal goods, 
clothing and distribution were recorded.

The size o f  companies acquired 
Altogether, about 3,400 companies (over 500 of 

them quoted) are recorded in the analysis as being 
acquired by quoted companies between 1954 and 1961 
for a total consideration o f £1.594 million. Table 2 
on page x shows that on average the consideration 
paid for a quoted company was about £2 million, and 
for an unquoted company it was very roughly one- 
tenth of this amount. The large increase in the number 
of companies acquired, from under 300 a year in 
1954-1956 to around 700 in 1960 and 1961. saw an 
increase in the size of the average consideration paid 
for a quoted company (from around £1 million in the 
early years to £3-5 million in 1961), but no marked 
change in the average consideration for an unquoted 
company. But the quoted companies were relatively 
few in number—they accounted for only 516 out o f a 
total o f 3.384 companies acquired over the eight years—
and the overall pattern o f the size o f companies acquired 
showed little change. During the eight years. 70 per 
cent, of the acquired companies cost less than £] 
million, and year by year this percentage varied only 
between 67 per cent. (1957) and 71 per cent. (1958). 
The examination o f the size of the companies acquired 
shows that a comparatively small number of very large 
acquisitions accounted for quite a high proportion of 
total expenditure. For instance. 50 companies were 
recorded as acquired for a consideration o f £ 5 -million 
or more. Considerations paid for these companies, 
only seven of which were unquoted companies, totalled 
£530 million, or onc-third of the total. Of these 50 
cases. 35 occurred during the period o f heavy expendi
ture on acquisitions between 1959 and 1961. The table 
below lists the largest of these acquisitions—those for 
which the consideration paid was in each case £15 
million or more. Of the nine entries in the table, four 
relate to acquisitions by companies classified to paper, 
printing and publishing industry and these totalled 
£94 million of the industry's total acquisition expendi
ture of £192 million over the period. Two other entries 
in the table represent acquisition expenditure of t‘35
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million out of total acquisition expenditure of £125 
million by companies classified to textiles.

The largest companies acquired I954>I96I

Name of 
company 
acquired

Acquired
by

Payment 
(percent

age in 
shares(’ ) 
in italics)

Excess of 
payment 

over book 
value Year

£ million

Odhams Press Daily M irror 
Newspapers

34
(9/)

12 1961

Harrods House of Fraser 28
(39)

7 1959

Anglo-Canadian 
Pulp and 
Paper Mills(*)

Reed (A lbert E.) 
& Co.

24
(JOO)

I I I960

British Celanese Courtaulds 19
(95)

- 3 1957

Standard-
Triumph
International

Leyland Motors 19
(94)

' ■ 1961

Mersey Paper 
Co. (>)

Bowater Paper 
Corporation 
(The)

19
( - )

(=*) 1956

Bristol Brewery 
Georges & 
Co.

Courage, Barclay 
& Simonds

19
(6/)

7 1961

Amalgamated
Press

Daily M irror 
Newspapers

17
(96)

3 1958

Pinchin, Johnson 
& Associates

Courtaulds 16
(95)

7 1959

( ’ ) Including preference shares, debentures, etc. 
(*) Unquoted company.
(®) Less than £0-5 m illion.

Payments for companies acquired
Payment for a company may be made either by an 

issue of shares (including preference shares and loan 
capital) of the acquiring company, or in cash (or both). 
It may be noted that in an analysis of growth of the 
company sector there are difficulties in the treatment 
of acquisitions which arise because growth can be 
defined in various ways. So far as an individual com
pany is concerned, an issue of shares to purchase 
a subsidiary results in a growth in the assets under the 
control of the acquiring company; but if the acquisition 
is for cash, there is no growth, since the increase in 
physical assets etc. due to the acquisition is offset 
by the fall in liquid resources represented by the cash 
paid out to the shareholders of the company acquired 
(any difference between the book value of the assets 
acquired and the amount paid for them is ignored here). 
So far as an analysis of growth of the company sector 
as a whole is concerned, there are some advantages in 
measuring the growth of the sector as the sum of 
the growths of the individual companies which com
prise it, and in fact this method has so far been used in 
the Board of Trade analysis. But the method also has
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disadvantages: if one quoted company issues shares 
to the shareholders of another quoted company by 
way of acquiring the latter, there is no growth in the 
assets of the quoted company sector as a whole. Looked 
at in this way, the aggregation of the growth of in
dividual companies overstates the growth of the com
pany sector as a whole.

Table 3 shows that over the period 1954-1961, cash 
paid to acquire companies amounted to £730 million, 
while shares issued were valued at £864 million. From 
1954 to 1956, payment in cash year by year exceeded 
the value of shares issued. These years saw the ending 
of a period of high liquidity among companies which 
was partly an aftermath of the war and the postwar 
period when capital expenditure was at a relatively 
lower level than in recent years, and partly a reflection 
of the more conservative dividend distribution policy 
of companies, influenced by a differential rate of tax 
on undistributed profits (3 per cent, against 30 per cent, 
on distributed profits). The sharp increase in acquisition 
expenditure since 1958 has been met to a considerable 
extent by the issue of shares. Payment in cash, however, 
has also increased and in 1959-1961 was running at 
around £140 million a year; these disbursements go 
some way to explaining the fall in liquid assets o f  the 
quoted companies by around £100 million a year in 
I960 and 1961.

Table 3 also shows that there was a considerable 
variation from industry to industry in the way that 
acquisitions were paid for. Among acquisition payments 
by electrical engineering companies, the value of shares 
issued was more than four times greater than the 
amount of cash payments, and shares amounted to 
two or more times cash payments in the case of the 
drink industry, and paper, printing and publishing. On 
the other hand, three-quarters of acquisition expenditure 
by wholesalers was in cash; food companies and metal 
manufacturers were others who paid significantly 
more in cash than they did in shares for companies 
they acquired.

There are indications that quoted companies which 
are acquired by other quoted companies tend to be 
companies with a degree of liquidity much below the 
average. For the quoted companies as a whole, net 
current assets were roughly equal to the book value of 
tangible fixed assets in 1954, but they have grown 
much less sharply than fixed assets and in 1961 amounted 
to only about 70 per cent, of the value of tangible 
fixed assets. The liquidity, as measured by the ratio 
of net current assets to fixed assets, of companies 
acquired in the period 1959-1961, when activity in 
this field was at a high level, was markedly lower 
than liquidity of companies taken over in the earlier 
years. Moreover among the'^quoted companies which 
were acquired, an appreciable number showed current 
liabilities exceeding current assets; net current assets 
as a percentage of tangible fixed assets of all quoted 
companies acquired was at its highest at 46 per cent, in 
1957 and was as low as 14 per cent, in 1961. But again,
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exceptions may be found; for example, net current 
assets of companies acquired by electrical engineering 
firms between 1954 and 1961 amounted to £36 million, 
against tangible fixed assets of only £21 million. A 
fairly consistent feature of the analysis is that while 
for an individual acquisition the book value of the 
assets acquired may exceed the consideration paid for 
them, on balance over the field as a whole acquiring 
companies pay more for the companies they acquire 
than their book value(i)- Again, the pattern in 1959/61 is 
different from that in earlier years. The book value of 
assets of quoted companies acquired averaged around 
£50 million in 1954-1956, £100 million in 1957-1958, 
and well over £150 million in 1959-1961. But while 
between 1954 and 1958, the net excess of payments 
made over the book value of assets acquired was no 
more than £4 million a year or so on average, in 
1959-1961 it rose to an annual average of getting on for 
£40 million. The identified premium over book values 
paid for unquoted companies showed a similar trend, 
from an average of well under £10 million a year in 
1954-1958, to nearly £30 million in 1959-1961.

to an industry different from the industry of the 
acquiring company; but over the field as a whole, 
about 1 in 2 acquisitions involved a change of industry 
group. But it must be borne in mind that the very large 
companies often have diverse interests and that their 
industrial classification is necessarily often an arbitrary
one.
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Acquisition expenditure o f  very large companies
A recent list in which the quoted companies in the 

Board of Trade analysis were ranked by the size of 
their net assets(2) showed that 98 companies had net 
assets of £25 million or more at the end of I960. It is 
interesting to see how acquisitions by these companies 
compare with the acquisitions of quoted companies 
in total so far described in this article. These 98 com
panies owned net assets of £7,274 million at the end of 
1960, or 54 per cent, of net assets of all the quoted 
companies (numbering 2,618).

Of the very large companies, four out of five com
panies recorded the acquisition of subsidiaries during 
the period—compared with 1,292 out of the total of 
2,618 quoted companies. Nearly one-third of the 
quoted companies which were taken over during the 
period were taken over by the very large companies; 
and while the latter were less active so far as the 
acquisition of unquoted companies were concerned, 
they nevertheless acquired 208 out of the total of 
2,868 unquoted companies taken over by quoted 
companies during the period. The average consideration 
paid for a quoted company was around £2 million and 
for an unquoted company, perhaps £^ million; but the 
very large companies paid an average of £3^ million 
for each quoted company acquired and about £1 
million for each unquoted company. Of the 167 quoted 
companies they acquired, about 1 in 3 was classified

In terms of expenditure, the very large companies 
accounted for about half of all acquisition expenditure 
over the period—£772 million out of £1,594 million. 
Of this expenditure, 36 per cent, was in cash, compared 
with 55 per cent, paid in cash by other companies. 
Thus the very large companies were able, because of 
the greater marketability of their shares and o f the 
‘premium' they can command over the shares of smaller 
acquiring companies, to finance a higher proportion 
of their acquisition expenditure by the issue of shares.

The present analysis, coupled with the statistics in 
Company Assets, Income and Finance in I960, make it 
possible to analyse in some detail for the three years 
1958 to 1960 the financing of company growth, and the 
part played in it by acquisition expenditure; the table 
below shows how the very large companies compare 
with others in terms of financing of growth. Acquisition 
expenditure by the very large companies accounted for 
46 per cent, o f total acquisition expenditure during 
these three years; thus they shared more or less fully in 
the sharp expansion compared with the years 1954 to 
1957. They were able to do so with less resort to their 
liquid funds: the proportion of payment for acquisitions 
which was made in cash was only 28 per cent, of their 
total acquisition expenditure, compared with 55 per 
cent, paid in cash by other companies.

Thus while over this period the very large companies 
and other companies both increased their net assets by 
28 per cent., there were some marked differences in

Company growth 1958-1960
£ million 

(percentage of growth 
1958-1960 in italics)

(*) Additions to reserves, reflecting a book value of the com
pany acquired in excess of the amount paid, occurred in the 
case of acquisitions of 191 quoted companies and 325 un
quoted companies; on the other hand, goodwill entries in 
the consolidated accounts of the acquiring companies 
indicated that payments had exceeded book values of the 
companies acquired in 1.812 cases. 281 of them quoted 
companies.

(*) Company Assets. Income and Finance in I960, H .M .S.O . 1962. 
lOs. Od. net.

Companies 
w ith net 
assets of 

£25 million 
o r more at 
end of I960 

(98
companies)

Companies 
w ith net 

assets of less 
than £25 
million at 

end of I960 
(2.520 

companies)

A ll quoted 
companies 

(2.618 
companies)

Net assets beginning-1958 5.676 4.893 10.569
plus

Receipts from new issues 
of capital:
To finance acquisitions: 

O rdinary shares . . . 241 (15) 164(12) 405 (14)
Preference shares, 

debentures, etc. 14(1) 1 8 (0 32 (1 ) .
O ther new issues . . . 353 (22) 285 (21) 636 (22)

Retained profits, etc.: 
Expenditure on ac

quiring subsidiaries 
for cash 100 (6) 228 (/ 7) 328 (// )

O ther retained profits 890 (56) 633 (48) 1,523 (52)
Net assets end-1960 7,274 6,221 13,495
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the way the two types of company financed their 
growth. Acquisitions which were paid for by the issue 
of shares were a more important source o f growth for 
the very large companies than they were for other 
companies, and about 15 per cent, of their growth, 
against 12 per cent, for other companies, was accounted 
for by these new issues, of which only about 1 per 
cent, was in debentures and preference capital. Both 
the very large companies and other companies financed 
rather over 20 per cent, o f their growth by new money 
raised to finance their own activities, although it must 
be remembered that the distinction between the two 
types of issue is not clear-cut: a subsidiary may be 
bought for cash—borrowed perhaps from a bank— 
and later the acquiring company may make a new issue 
to restore its liquidity.

The balance of growth was financed by internally 
generated funds (mainly profits retained in reserves). 
The very large companies depended to a rather lesser 
extent than other companies on internally generated 
funds—62 per cent, against 65 per cent.; and the other 
companies spent a larger proportion of these funds on 
buying subsidiaries. Thus taking acquisitions paid for 
in cash and by shares together, they accounted for 
22 per cent, of the growth of very large companies but 
for 30 per cent, of the growth o f other companies. In 
fact, during these three years growth by way o f the 
formation of new assets was more important for the 
large companies than for others; the latter depended 
rather more for their growth on taking over existing 
assets.

Mergers between companies
Sometimes amalgamations occur not through a bid 

by one company for another but by an agreement of 
two or more companies to merge into a new larger unit. 
The foregoing analysis which is based on the acquisition 
of one company by another for a consideration either 
of cash or shares excludes such mergers. Of the com
panies whose accounts for 1961 were analysed by the 
Board of Trade, 18 were companies which had been 
formed from such mergers during the years 1954-61, 
seven of them with assets of over £20 million. A number 
of brewery companies were among these large mergers. 
In 1960 Joshua'Tetley & Son merged with Walker Cain 
to form Tetley Walker (with net assets at the time of 
merger of £33 million) and the following year Tetley 
Walker merged with Ind Coope and Ansells to form a 
new group with assets o f £137 million. Other large 
brewery companies formed from mergers included 
Courage, Barclay and Simonds (with assets totalling 
£22 million), United Breweries (1960, £26 million), 
and Bass Mitchells & Butlers (1961, £61 million). Other 
large mergers recorded include that between E. K. 
Cole & Pye into British Electronic Industries in 1960 
with assets of £26 million, Batons & Baldwins and 
J. & P. Coats into J. & P. Coats, Batons & Baldwins 
in 1961 (net assets £113 million), and Unigate, formed 
in 1959 with assets totalling £55 million from United
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Dairies, Cow & Gate and a number o f smaller com
panies.

Summary and conclusions
From this analysis of expenditure on acquiring 

subsidiaries it seems that, despite the variability of 
behaviour of United Kingdom companies which under
lies any statistical analysis, a sharp rise in acquisition 
expenditure from the level of £100 million in 1954-58 
to some three times as much in recent years has been 
accompanied by a change in the pattern of expenditure. 
The tendency during the early part of the period for 
the payment for a company acquired to exceed the 
net book value of its assets has been strengthened, 
particularly as far as quoted acquisitions are concerned. 
There has been a change in the pattern of payment. In 
the early part of the period at least half of the payment 
for companies acquired was in cash; by 1961 the value 
of shares issued to acquired subsidiaries was nearly 
double the amount paid in cash for them. Throughout 
the period, which was one of falling liquidity generally, 
the typical quoted company acquired was one whose 
liquidity (as measured by the ratio of net current assets 
to tangible fixed assets) was much lower than the 
average o f quoted companies.

The analysis underlines the predominant part played 
in United Kingdom industry by the very large under
takings. The amount paid for the 50 largest companies 
acquired during the period—only 1 per cent, of the 
total number of acquisitions recorded—amounted to 
one-third of the total amount spent on acquisitions. 
The very large companies—those with assets of £25 
million or more, numbering 98 out of a total of about 
2,600 quoted companies—accounted for almost half of 
all acquisition expenditure. They financed a higher 
proportion of this expenditure by the issue of shares 
than other companies did. But a detailed analysis for 
the three years 1958 to I960 shows that growth by way 
of the formation of new assets was more important for 
these large companies than for others; the latter 
depended more for their growth on taking over existing 
assets by acquiring subsidiary companies.

But the statistics in themselves can throw little light 
on the economic forces behind amalgamations in the 
company sector—forces such as the search for a larger 
share of the market for a product or the need to control 
the sources of supply of materials and processes; the 
economies which may arise from production on a 
larger scale or from a wider scope for management 
skills and ability; or the better employment of under  ̂
utilised liquid resources or the diversification of interests 
of companies in declining industries into more profitable 
fields.

NOTES AND DEFINITIONS
Companies included

The companies included in this analysis, numbering 
about 3,300, are those engaged mainly in the United 
Kingdom in manufacturing, distribution, construction.

subsMia."'*-

arc

H i

••-Cl



of

the I ® a “iring
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transport and certain other services. Companies whose 
mam interests are in agriculture, shipping, insurance, 
banking, finance and property and those operating 
wholly or mainly overseas are not included. In most 
cases the companies are public companies whose shares 
were quoted on a United Kingdom stock exchange 
during the whole or part of the period 1954-1961. but 
a few unquoted companies are included because of 
their importance. Some of the latter are companies 
jointly owned by quoted companies, and others are 
subsidiaries, operating in the United Kingdom, of 
companies registered overseas. In this article where 
quoted companies are mentioned they include the 
few unquoted companies covered by the analysis. In 
1961 the analysis was confined to the quoted companies 
with assets of £0-5 million or income of £50.000 or 
more. The few unquoted companies and the quoted 
companies, numbering about 400, which are now ex
cluded account for less than 5 per cent, o f total assets 
and income of the quoted companies.

Method o f presentation
Wherever possible the accounts used in the analysis 

are the consolidated accounts of groups of companies, 
including the balance sheets and profit and loss accounts 
of subsidiary companies within each group. The 
statistics are not therefore confined to activities in the 
United Kingdom but in some cases include the activities 
of subsidiaries operating overseas. Because of rounding, 
the total of a row or column may not be exactly equal 
to the sum of its components.

The accounting year
The figures for the year ‘1961’ relate to companies’ 

accounting years finishing between 6 April 1961, and 
5 April 1962: other years are similarly defined. The 
accounting years of companies end on different dates 
throughout the year, but about 40 per cent, of quoted 
companies have accounting periods ending in the fourth 
quarter of the calendar year, and a further 30 per cent, 
end in the first quarter. The figures of acquisition 
expenditure in this article differ to some extent from 
those which were published in an article in Economic 
Trends in April 1962 entitled ‘The income and finance 
of quoted companies, 1949-60’. Figures in the latter 
article were described as presenting an approximation 
to the experience since 1949 of the 1960 population of 
companies and were obtained by linking together 
changes from one year to the next in the accounts of 
comparable sets of companies for pairs o f years. The 
present article presents figures of total acquisition 
expenditure between 1954 and 1960 of all companies
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whose accpOnts were analysed by the Board of Trade 
between 1954 and 1960 (including companies which 
were liquidated or were acquired by other companies 
during that period), together with expenditure in 1961 
of quoted companies with assets of £0-5 million or 
income o f £50,000 or more.

Industry classification
Each company whose accounts are included in the 

analysis is allotted to an industry group, corresponding 
generally to an Order of the Standard Industrial 
Classification. 1958 (S.I.C.). If a company has diverse 
activities it has been classified to the industry in which 
its main activity lies; but for some companies, and 
particularly for industrial holding companies with 
interests in a number of manufacturing and service 
industries, the classification is a very arbitrary one. 
Detailed tables for each of 22 industry groups are 
available on application to Statistics Division, Board of 
Trade, Companies House, 55-71 City Road, London, 
E.C.l.

Net assets
Issued capital and reserves, including loan capital 

and future tax reserves.

Growth in net assets
Changes in issued share and loan capital, either by 

way of issues of new capital (apart from bonus issues) 
or repayments of existing capital; from the retention 
of profits or the incidence of losses; from changes 
arising from the disposal of fixed assets; or from a 
change in the value of minority interests during the 
period. Thus revaluations o f fixed assets, writing oiT 
goodwill, and other purely ‘book’ transactions are not 
recorded as growth.

Expenditure on acquiring subsidiaries {Consideration)
'  Cash paid plus the value of shares (including pre

ference shares, debentures, etc.) issued by a company 
for a controlling interest (that is, more than half in 
nominal value of the equity share capital) in another 
company. The value of shares is that attributed to 
them in the accounts o f the acquiring company. Pay
ments which a company makes to acquire minority 
interest in existing subsidiaries which are not wholly 
owned are excluded.

Net investment in subsidiaries 
Expenditure on acquiring subsidiaries less book 

value of subsidiaries disposed o f
Board o f Trade
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APPENDIX

T A B LE  I
Investment in subsidiary companies 1954-1961

C million

N et assets 
{ ')

Net
investment

in
subsidiaries

(*)

Expenditure on acquiring subsidiaries 1954-1961
Expendi
ture on 
trade

investments
1954-1961

Total

Annual average 
expenditure

As per
centage of 
net assets

( ’ )'1954-1958 1959-1961

A ll industries
1954................................................................................................................................... 8.098 103 105 1 10
1955.................................................................................................................................. 8.900 86 89 1 21
1956................................................................................................................................... 9.674 115 131 1 25
1957................................................................................................................................... 10.567 132 136 1 31
1958................................................................................................................................... 11,301 112 120 1 35
1959................................................................................................................................... 12,314 287 307 2 68
I960................................................................................................................................... 13.495 315 338 3 76
I96l(=‘) ................................................................................................................... 14.522 348 368 3 79

Food . . .  . . .  . . .  . . .  . . .  . . .  . . .  . . . 609 73 74 5 17 12 8
D rink 894 186 191 9 48 21 22
Tobacco . . .  . . .  . .  • ' *' •'' * * * * * • * * * 354 4 4 (*) 1 1 14
Chemicals and allied in d u strie s .................................................................... 1.847 83 84 7 16 5 48
Metal manufacture ................................................................................... 1,373 I I I 123 8 28 9 28
Mechanical e n g in e e rin g ................................................................................... 1,105 NO 126 10 26 I I 34
Electrical engineering ................................................................................... 962 114 116 5 30 12 39
Shipbuilding and marine e n g in e e r in g ................................................... 171 8 10 1 2 6 2
Vehicles 843 106 112 7 25 13 32
Metal goods not elsewhere s p e c if ie d ................................................... 506 69 70 8 9 14 4
Textiles 926 118 125 II 24 13 19
Leather, leather goods and f u r ................................................................... 17 3 3 (‘ ) n 18 n
Clothing and footwear . . . 178 41 41 5 5 23 6
Bricks, pottery, glass, cement, etc.............................................................. 393 S3 56 4 13 14 8
Tim ber, furniture, etc. . . . 79 14 14 2 2 18 (*)
Paper, printing and publishing .. . 783 180 192 15 39 25 38
O ther manufacturing industries................................................................... 312 13 14 1 3 4 10
Construction 143 5 9 1 2 6 6
Transport and communication (excluding sh ip p in g ).................... 253 25 27 3 6 I I 4
Wholesale d is t r ib u t io n ................................................................................... 503 45 58 5 11 12 2
Retail distribution 893 113 119 10 23 13 3
Miscellaneous services .................... 351 24 26 1 6 7 16

Total 1954-1961 . . .  . . .  . . .  . . .  . . .  . . .  . . . 13.495 1,498 1,594 116 338 12 344

(*) In the figures for individual industries in this table, net assets are shown at the end of 1960. Expendi- 
ture on acquiring subsidiaries during the period 1954 to 1961 is expressed asa percentage of end-1960 
assets for individual industries and for all industries. In the figures for all industries net assets at the 
end of I960 are as shown in companies balance sheets. In the figures for other years the effect on the 
value of assets of purely 'book' transactions (revaluations of fixed assets, writing off goodwill, etc.) 
have been eliminated as far as possible.

{*) Net investment equals expenditure on acquiring subsidiaries less book value of subsidiaries disposed 
of.

( ’ ) Excluding companies w ith assets of less than £0-5 million or income less than £50,000.
(*) Less than £0-5 million.
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TA B LE  2

Acquisitions of quoted and unquoted companies 1954-1961

Quoted companies acquired Unquoted companies acquired

A ll industries
1954
1955
1956
1957
1958
1959
1960
1961

Pood . • • • • • •' • . • • •
Drink . . .  ...................
Tobacco . . .
Chemicals and allied industries
Metal manufacture ...................
Mechanical engineering . . .
Electrical engineering . . .
Shipbuilding and marine engineering
V e h ic le s ..................................
Metal goods not elsewhere specified
Textiles ................... ....................
Leather, leather goods and fu r ...
Clothing and footwear . . .
Bricks, pottery, glass, cement, etc.
Tim ber, furniture, etc.......................
Paper, printing apd publishing 
O ther manufacturing industries
Construction ...................
Transport and communication (excluding shipping)
V^holesale d istrib u tio n ...................
Retail distribution 
Miscellaneous s e rv ic e s ...................

Total 1954-1961 . . . • • •

Considera Considera Considera Considera
Number of tion tion per Number of tion tion  per
companies paid company companies paid company
acquired acq U11 cu

£ mi llion £ mi llion

42 59 6 1 4 233 45-6 0-20
49 45 8 0 9 245 42-8 0-17
44 54-4 1 2 202 76-9 0 38
70 98-4 1-4 231 37-2 0-16
68 79 6 1 -2 273 40 6 0 15
98 216 0 2 2 461 91 -3 0-20
81 160 6 2-0 655 177-8 0-27
64 225 4 3 5 568 142-2 0-25

43 40-5 0 9 152 33-3 0-22
64 157-2 2 5 105 33 9 0-32

1 0-3 0 3 20 4-0 0-20
25 46-3 1 8 103 37-5 0-36
42 87-2 2-1 126 35 5 0-28
37 52-3 1 4 310 73-9 0-24
19 86 3 4 5 127 29-4 0 23
5 9-0 1 8 6 1 5 0-25

23 75-0 3-3 91 36 9 0-40
21 36-1 1-7 199 33-4 0 17
52 83 6 1 6 205 41 8 0-20

1 0 1 0 1 28 2-9 0-10
14 24 9 1 -8 134 16 5 0-12
16 9 4 0-6 184 47-1 0-26
6 5 6 0 9 66 8-6 0-13

25 96 8 3-9 94 94-7 l-OI
7 4 8 0-7 73 9 2 0 13
3 2 0 0-7 68 6-6 0-10

13 14 4 l - l 79 12-2 0 15
27 19-2 0-7 324 39-0 0-12
50 78 7 1 6 227 39-3 0-17
22 9 6 0 4 147 16-7 0-11

516 940-0 1-8 2.868 654 2 0 23

¥
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T A B LE  3
Payment for companies and the assets acquired 1954-1961

C million

m

• .V
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Payments for Quoted companies
companies
acquired Book value

Shares
etc. Cash

Net
tangible

fixed
assets

Net
current
assets

O ther
assets

(■)

A ll industries
1954 ................................................................................... 33-6 71-5 42-9 10 1 ( ’ )
1955 ................................................................................... 42 0 46-6 30 9 10-5 2 9
1956 ................................................................................... 40 0 91-3 37-6 5 8 1 5
1957 ................................................................................... 84 1 5 1 5 64-9 30 1 3 1
1958 ................................................................................... 71-7 48 4 50 6 21 6 8 3
1959 ................................................................................... 172-7 134-5 99-3 44-9 29 9
I960 ................................................................................... 192 6 145 7 1117 34 1 (*)
1961 ................................................................................... 227 1 140 5 128 2 18-3 20 3

Food 26 1 47 7 30 4 3 5 3 5
Drink 145-1 46-0 147-3 - 2 7  8 8 6
Tobacco . . .  . . .  . . .  . . .  . . .  . . . 1-5 2-7 0 1 0 1 0-1
Chemicals and allied industries 50-9 32 9 22-7 118 0 9
Metal manufacture .................................................... 44 8 77-9 55 1 29 6 1-4
Mechanical engineering . . . 65 2 61 0 27-1 21-6 3 6
Electrical engineering . . . 93-9 21 8 21-5 35-9 4 3
Shipbuilding and marine engineering . . . 8 2 2-3 5 9 4 1 0 5
Vehicles . . . 65 4 46-5 45-0 31-6 3-5
Metal goods not elsewhere specified . . . 17-4 52-1 25-2 9-7 I I
Textiles .. . 56 4 6 9 ) 45-2 29 0 4 4
Leather, leather goods and fur. . . 1-0 2-0 0-1 O (*)
Clothing and footwear . . . 19 8 21-7 15-6 3-8 0 4
Bricks, pottery, glass, cement, etc. 29-5 27-1 5-6 2 3 (*)
Tim ber, furniture, etc. . . . 3-3 1 0 2-4 3-8 (')
Paper, printing and publishing 1313 60-2 46 1 3-4 12-3
O ther manufacturing industries 6 9 7-1 3-0 1-3 (*)
Construction 4 4 4-2 0-7 (*) 0 1
Transport and communication (excluding 

shipping) 7-2 19 4 9 0 — 0-7 1-0
Wholesale distribution . . .  . . 14 5 43 7 9 6 7 6 1-7
Retail distribution 58-7 60 1 40-7 7 9 IS-4
Miscellaneous services . . . 12-6 13 8 7-9 -  0-7 0-1

Total 1954-1961................................................................... 864 0(=») 729 7 566 0 178-6 62-8

Unquoted companies acquired

Payment /ess 
book value

Excess
payment

120  
38 4

Excess
book
value

Book
value

Payment less 
book value

Excess
payment

223 8 -9 1  2 538 4 145 8

( ')  Intangibles p/us unidentified assets.
(*) Less than £0-5 million.
( ’ ) Including £63 4 million preference shares and £13 7 million debentures, etc.
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Estimating changes in the volume of retail trade

Monthly estimates of changes in the value o f retail 
trade in Great Britain, based on the Board o f Trade’s 
sample inquiry, have been published for a number of 
years. They have been given in the form of index 
numbers of the value of sales per week and percentage 
changes on the corresponding month a year earlier, 
and, since the beginning o f 1960, in the form of seasonally 
adjusted index numbers. Changes in the value of sales 
reflect both changes in the quantity of goods sold and 
in the prices at which sales take place. Until September 
1961, however, no systematic attempt was made to 
separate these two factors and in commenting on the 
trend of sales only broad indications o f the elfect of 
price changes were given in showing how the volume 
of retail sales was changing. In September 1961 new 
series were introduced in the form of index numbers of 
the value of sales per week measured at constant 
prices—the average prices of the year 1957. These new 
series, which are also available in seasonally adjusted 
form, show directly changes in the volume of retail 
sales, by eliminating the effect of price changes in the 
value series; they are therefore a guide to changes in 
the amount of goods which are being bought in retail 
shops. This article describes the methods used to con
struct these new series.

A basic difficulty in estimating changes in the volume 
of retail trade is that retail sales figures are collected and 
analysed in terms of the total turnover of shops, and 
not in terms o f the commodities that shops sell. Traders 
contributing to the retail trade inquiry return a single 
figure each month of their total turnover and the 
returns, classified according to the main activity of 
retailers, are used to estimate trends in trading by each 
of the main kinds of retail business—grocers, butchers, 
men’s wear shops, chemists, and so on. Information 
about price changes relates to individual commodities, 
or groups of commodities, and the problem is to com
bine this information to match as appropriately as 
possible the commodity composition of the sales of 
each kind of business, and form index numbers that 
can be used to adjust the value estimates of turnover to 
constant prices. Sales in the kinds of business for which 
separate retail sales estimates are made cover a wide 
range of commodities. The sales of grocers, for example, 
include significant amounts of cigarettes and tobacco, 
soap, bread and meat in addition to groceries; and 
variety and department stores sell a very wide range of 
goods.

Commodity composition o f retail trade 
The commodity composition of the sales of each 

kind of business, each month, should be used to weight 
the indicators of price changes to obtain a price index 
appropriate for adjusting the estimate of the value of 
sales for that month. Information of this sort is not 
available and in building up price series to adjust the 
value of retail sales use has been made o f the com-
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modity analysis of the sales of each kind o f retail 
business provided by the latest census of distribution, 
that relating to 1957, for which results are available. 
The commodity analysis o f shops’ sales provided by the 
census is as detailed as it is practicable to collect from 
shopkeepers but it is not as fine as one would like for 
the purpose of constructing a volume series, nor as 
detailed as the price information described below made 
available by the Ministry of Labour. While, therefore, 
the broad weighting pattern used to compile price 
indices to adjust the value of turnover was that derived 
from the census for 1957 it was necessary to use some 
other method to weight a finer analysis o f commodity 
price changes within these broad groups. For example 
the broad commodity heading ‘Provisions (including 
cooked meats), groceries and soft drinks’ provided by 
the census results covers a wide range o f items for 
which separate price series were available. It was 
decided in general that the relative weights for these 
individual items used in constructing the Ministry of 
Labour retail price index would be used in construct
ing price indicators for these broad commodity groups. 
Thus, the weights given to price indicators for butter, 
tea, sugar, bacon, etc., in arriving at a combined index 
for ‘Provisions, etc.’ were in the same proportion as 
their weights in the Ministry of Labour index.

This is not entirely satisfactory for two reasons. 
First, the weights in the Ministry of Labour index 
reflect consumption by the households covered by the 
index. The pattern of sales through retail shops may 
differ somewhat from this but it is not thought to be a 
serious defect in the construction of the volume index. 
In a few cases where the relative weights given in the 
Ministry of Labour index were thought to be sub
stantially different from the pattern o f sales through 
shops some rough adjustments were made. Thus, it was 
thought that off-licences sell a proportionately higher 
amount of wines and spirits to beer than is indicated 
by the weights used in the Ministry o f Labour index 
(which includes sales through public houses) and an 
adjustment was made for this.

Secondly, a number o f the broad commodity headings 
into which sales were analysed in the 1957 Census 
occurred in a number of different kinds of business. 
For example, the ‘Provisions, etc.’ heading referred to 
above occurs in the sales analysis of grocers and pro
vision merchants, dairymen, other food shops, depart
ment stores, etc., and ‘Menswear’ is sold in significant 
amounts by womenswear shops, department stores, 
and so on as well as menswear shops. In most cases 
the detailed commodity composition o f each o f these 
broad headings, based, as described above, on the 
relative weights used in the Ministry o f Labour index 
is taken to be appropriate for each o f the kinds of 
business in which the heading occurs. It is recognised 
that the composition of the items returned against this 
heading will not be the same in each kind o f business.
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Very little information is, however, available about the 
appropriate composition and only rough adjustments 
can be made for one or two kinds of business where 
the items included are likely to be significantly different 
from the pattern deriving from the Ministry o f Labour’s 
household budget inquiries. Thus, the items included in 
the heading ‘Provisions, etc.’ by ‘Other food shops’ 
is thought to contain a higher proportion o f cooked 
meats and those included by ‘Greengrocers, fruiterers, 
etc.' to contain a higher proportion o f tinned fruit and 
vegetables.

Some small adjustments have also been made to 
correct roughly for some misreporting that is suspected 
in shopkeepers’ returns to the census of distribution. 
Although the headings into which shopkeepers are 
asked to analyse their sales are broad, they do, never
theless cause difficulties to some respondents whose 
records do not allow them conveniently to segregate 
some items of their sales and enter them in the correct 
heading. The most important example in the construc
tion of the price series for the volume calculations is 
that a certain amount o f sales o f soap and detergents is 
thought to have been returned incorrectly by grocers 
against the heading ‘Provisions, etc.’

Price indicators
The price indices to which the commodity pattern of 

retail sales thus determined are applied are provided by 
the Ministry o f Labour from information used in the 
construction of the Index of Retail Prices. These relate 
to prices at the middle of each month. It would be 
preferable, were the figures available, to take an average 
of prices relating to several dates during a month so that 
the indicators would more nearly represent the prices 
at which transactions take place. Mid-month price 
quotations are however in most cases not likely to be 
seriously defective for this purpose although in two 
kinds of circumstances they can be.

The first arises when prices of an important item of 
expenditure change nationally at a more or less fixed 
point in time. Examples o f this are changes in the price 
of national newspapers, cigarettes, milk and price 
changes caused by changes in the rates o f purchase tax 
or customs and excise duties. Where such changes occur 
exactly at the beginning or end of a month they do not 
invalidate the mid-month quotations as a reasonable

indication of transactions during the month but when 
they occur towards the middle of the month some 
adjustment is desirable. A rough adjustment is made by 
weighting the price indicators for the current month 
and an adjacent month by the proportions of the month 
during which the old and new prices apply. For example, 
if the price of cigarettes is raised on the 10th of a month! 
a new price indicator is obtained by combining that for 
the past month and that for the current month with 
weights of one-third and two-thirds.

The other circumstance where mid-month quotations 
are not entirely satisfactory is where prices are volatile. 
The most important example of this is the prices of 
fresh vegetables and fruit which often fluctuate quite 
widely during the course of a month. In the absence of 
representative quotations of the retail prices of fresh 
fruit and vegetables more frequently than monthly, 
there is no entirely satisfactory solution to the problem. 
In order, however, to make the quotations used for 
these items perhaps a little more representative of the 
prices at which transactions take place, and to smooth 
out violent fluctuations to some extent, the prices used 
for any month are an average of those for the past, 
current and following months. The assumption is that 
prices move smoothly between the mid-month indi
cators provided by the Ministry of Labour. This 
assumption leads to the weighting of price indicators for 
past, current, and future months with weights of 
1 : 6 : 1  respectively to obtain an indicator for the 
current month(i). While this method is not entirely 
satisfactory it is likely to provide better indicators of the 
movements in prices than using just the price for the 
current month and is the best that it seems possible to 
do with the available data.

Calculation o f the volume series 
The price indicators provided by the Ministry of 

Labour are combined, using weights obtained as 
described above, to obtain price indices suitable for 
adjusting the value of turnover in each kind of business 
for which the retail trade statistics are compiled. These 
price indices are at this stage on the base used by the 
Ministry of Labour, 17 January 1956 =  100(2). in 
order that the volume series is on the same base as the 
monthly value series of retail trade these price indices 
are converted to average 1957 =  100. The monthly

( ’ ) The following example illustrates how the weights for the price indicators are derived. (For simplicity months are taken to have four 
weeks). Let =  price In current month, =  price in previous month, and P̂  =  price in following month.

Price applicable to each of the weeks of current month 
are taken to be;

Indicator for the current month is thus:

P -H P̂  
1st week —-------

+  Pc +  Pc + = UK + 6Pc + Pf)

2nd week P.

3rd week P.

4th week
P. +  P

( )̂ Since February 1961 the Ministry of Labour price indices based on 16 January 1962 
volume calculations.

=  100 have been linked to the old series in the

Conclusion 
The constr
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pattern of retail trade is highly seasonal and in esti
mating the average level of prices in 1957 the price 
indices for each kind of retail business, obtained as 
described above, are weighted by the value of sales in 
each month of the year. Price indices based on average 
1957 =  100 are then applied to figures of the values of 
sales each month to obtain, for each kind of business, 
estimates of the value of sales at average 1957 prices 
which ate combined to give estimates for total retail 
trade and for food and non-food shops. These estimates 
are then expressed in index number form. As the 
published index numbers are built up in this way from 
separate constant price value figures for each retail 
trade kind of business they reflect any month to month 
changes in the relative importance of each kind of 
business and an element of current weighting is intro
duced into the series. This is an advantage not only 
because of differing rates of growth over time of 
different kinds of business but also because the seasonal 
patterns of the various kinds of business differ to some 
extent.

The indices of the volume o f retail trade are seasonally 
adjusted by the same method used to adjust the value 
indices; this was described in the Board of Trade 
Journal of 9 June 1961. As however the information 
about price changes goes back, in its present form, only 
as far as the beginning of 1956, the seasonal pattern for 
the volume series was based on data for the five years 
1956 to 1960 and not the six years 1955 to 1960 which 
were used for seasonally adjusting the value series.

Conclusion
The construction of volume or constant price series

7.
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is always a difficult operation the results of which are 
usually subject to fairly wide margins o f error. The 
main drawback to the new series is that the commodity 
pattern of sales used to weight price indicators is fixed. 
The relative importance of sales of different com
modities by shops in a given kind o f business is liable 
to change. In most kinds of business there will be some 
degree of variation with the seasons, for example, 
greengrocers’ sales of different fruits and vegetables will 
change with the seasons and radio and electrical goods 
shops may have a higher proportion of television sets in 
their sales at some times in the year and at other times a 
higher proportion of refrigerators. In addition to these 
seasonal variations, there are changes in the longer 
term due to changes in tastes, the introduction of new 
products (and the decline of existing ones) and the 
tendency of shops in a particular kind o f business to 
sell a wider or narrower range of goods. The volume 
indices, as they are derived from price indices obtained 
by a fixed commodity pattern, do not reflect these 
changes. Only to the extent that the volume indices are 
built up from estimates made for each kind o f retail 
business, and thus reflect seasonal and longer term 
variations in the proportions o f trade done by each kind 
of business, is there an element of current weighting in 
the estimates. The difference in the price index obtained 
for a given kind of business using fixed weights and 
that which would be obtained by using current weights 
(if these were available) depends, among other things, 
on the dispersion of price changes of the different 
commodities concerned, but there are unlikely to be 
serious errors, particularly in the total figures.
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Extracted from Economic Trends  ̂ No. 104, June 1962.

The index of retail prices, January 1956 to January 1962

Introduction
This article is an expansion of an article in the May 

I960 issue of this publication and reviews the move
ments in the index o f retail prices during the period 
January 1956 to January 1962. During this time the 
index rose by 17  ̂ points. The rise did not occur uni
formly; taking 12 months’ periods, mid-January to 
mid-January, the index rose by nearly 4-i points in 1956, 
over points in 1957, nearly 2 \  points in 1958, fell by 
half a point in 1959, rose by nearly points in 1960 
and then by over 5 points in 1961.

The rise was the result of many component move
ments which were not all similar. Thus the housing 
group showed an increase of about 40 per cent, over 
the six years and fuel and light, services, and miscel
laneous goods rises o f about 30 per cent. On the other 
hand, durable household goods rose by only 2 per cent, 
and clothing and footwear by 6 |  per cent. It is note
worthy that the index for food rose by almost exactly 
half as much as that for all groups other than food 
combined, that is by lOĵ  per cent, compared with 
21 per cent. The movements in the all-items and group 
indices are irregular, resulting from the operation of 
various factors.

In the last section of the article the annual changes 
in the all-items index are analysed into changes in the 
91 sections of which it is composed. It will be seen that 
prices were constantly changing and that movements in 
the all-items index were the results o f many changes, 
some up and some down.

The index is calculated monthly, normally in respect 
of the Tuesday nearest to the 15th o f each month. 
During the period covered by this review it had 17 
January 1956 as its base date and its weighting pattern 
was derived from the average pattern o f expenditure in 
1953 (revalued at January 1956 prices) representative 
of the great majority of households in the United 
Kingdom, including practically all wage earners and 
most small and medium salary earners. Although the 
exact movements between index dates are not known 
the charts in this article use the normal convention of 
joining the points plotted for the various index dates 
by a continuous line. The weights o f the components 
of the index total 1,000 and the weight o f each group is 
given at the beginning o f the commentary.

The main groups o f the index ■

Food {weight 350)

For this review, the items in the food group have 
been divided into three categories, in order to show the 
effects of the considerable fluctuation of the ‘seasonal’

items and of important changes in import prices. The
grouping, which is the same as in the previous article, 
is of necessity arbitary and is based on actual move
ments in retail prices.

The ‘seasonal’ items are fresh milk, eggs, potatoes 
and other fresh vegetables, apples and pears, fish and 
home-killed mutton and lamb, which together had a 
weight of 93(1).

The second category—items for which retail prices 
changed markedly following changes in import prices— 
comprises bacon, cooked ham, butter, cheese and 
chilled and frozen beef, with a total weight of 47. It will 
be seen from Chart A that over the whole o f the six 
years 1956-61, apart from a few months in 1959, the 
index for items affected by changes in import prices 
was lower, usually appreciably lower, than the index 
for the food group as a whole.

The remaining food items are home-produced foods 
which show no important seasonal movement, home- 
produced manufactured foods and those imported 
foods (both manufactured and other) which have not 
been subject to any marked change in price in the 
period covered by the review. This group has a weight 
of 210(2).

Potatoes, milk and eggs are important contributors 
to the movement of the seasonal group. The price 
trends of potatoes are influenced by two main factors: 
the size and keeping quality o f the crop and, at the 
end of the crop year, whether the next crop is earlier 
or later than usual. The highest prices usually occur in 
the period of replacement of old crop supplies by new, 
and the incidence and amplitude o f the seasonal peak 
varies from one year to another. The price of milk is 
usually reduced during the summer, but the period of 
reduction varies; in 1958, 1959 and 1960 it lasted for 
six months, but there was no reduction in 1961. The 
price of eggs usually falls in the spring and later rises 
to a higher level which persists from about August 
until the end of the year, but here too the incidence of 
the seasonal pattern varies appreciably from year to 
year. The average price movements o f the seasonal 
items group is therefore sometimes the result of con
flicting movements in its components. The peaks in 
April 1956, July 1957, June 1958, June 1960 and June 
1961 were associated with relatively high prices for 
potatoes, while the low point in March 1957 reflects 
unusually low prices for potatoes and eggs and a drop 
in the prices of other vegetables, particularly tomatoes. 
High egg prices contributed to the peak in December 
1957. The relative stability from October 1958 to May 
1959 was due largely to potato prices which were at a 
comparatively high level during most of this period.

( ’ ) The total weight of this group varied slightly according to which vegetables were in season.
(*) The exact weight varied slightly according to the distribution of the weight for vegetables 

(see footnote ( ')  ) and canned and frozen vegetables.
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between fresh vegetables in season
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In most years there is a low point in September. The 
fact that the seasonal pattern varies considerably from 
year to year both in timing and degree of fluctuation 
makes it particularly difficult to estimate a normal 
seasonal movement.

The pattern o f price changes for the second group of 
items was quite different. Throughout the period 
covered by this review apart from the months October
1959 to January 1960, the- average price o f butter was 
lower (and usually substantially lower), than at the 
base date in January 1956, the lowest levels being 
recorded in May and June 1958. During 1957 and 
most of 1958, the average price o f cheese also was lower 
than in January 1956, reaching its lowest level about 
the end of 1957. However, by the end o f 1958, it was 
well above the base level and rose further during 1959. 
The average price fell again in the spring o f 1960 to 
just below the January 1956 level and subsequently 
remained relatively stable. The average price o f im
ported beef rose markedly between March and October 
1958 and continued fairly stable at the higher level 
during the remainder of the period covered by this 
review. The rises in the index for the group between 
April and June 1957 and between June and September
1960 and the falls between January and April 1959 and 
between June and October 1961 were due largely to
changes in the price of bacon.

As will be seen from Chart A the index for the other 
food  group rose sharply in 1956, was relatively stable 
from March 1957 to March 1960, but thereafter con
tinued to rise throughout the period under review. 
The rises in March and October 1956 were largely due 
to increases in the prices o f bread following a reduction 
in the bread subsidy in February, and the withdrawal 
of the remaining subsidy and the removal o f price 
control at the end of September. The rise between 
December 1956 and January 1957 was due mainly to 
increases in the prices of tea and sugar. Since March 
1960 the increases have been fairly general.

Alcoholic drink and tobacco {weight 151)

The largest movements in the index for alcoholic 
drink and tobacco have resulted from changes in cus
toms and excise duties. Prices of cigarettes and pipe 
tobacco rose by about 5 per cent., about per cent, 
and nearly 8 per cent, following increases in duty in 
April 1956, April 1960 and July 1961, respectively. The 
reduction in beer duty in April 1959 lowered the 
alcoholic drink component by about 1 \  per cent., 
while the increases in duties on beer and spirits at the 
end of July 1961 raised the component by about 6 per 
cent. Other changes included increases in the average 
prices of beer in the summer of 1956, in March and 
August 1957, and between mid-May and mid-July 1961, 
and rises in the average price of spirits in October 1957 
and July 1961. Increases in the prices of cigarettes and 
tobacco raised the index in September 1957 and June 
1961, and increases in the prices of tobacco in September 
1959.

76

Housing {weight 87)

The rents of most privately-owned dwellings let 
unfurnished to the types of household covered by the 
index were subject to control throughout the six years 
1956-1961, although some dwellings were decontrolled 
and others are becoming decontrolled under the 
provisions of the Rent Act, 1957. Before October 1957 
the only changes in rents permitted for most of these 
dwellings were in respect o f local rates, although the 
Housing Repairs and Rents Acts which came into effect 
in 1954 permitted increases in the net rents of some 
dwellings in certain circumstances. However, relatively 
few increases resulting from this legislation were 
reported in 1956 and 1957. The general increases 
permitted by the Rent Act, 1957, in the net rents of 
privately-owned dwellings let unfurnished, began to take 
effect in October 1957, but by January 1962 few new 
increases in controlled rents under this Act were being 
reported, although increases were still occurring as 
dwellings became decontrolled through change of 
tenancy.

The rents of dwellings owned by local authorities 
are not subject to the Rent Restrictions Acts, and the 
average net rents of these dwellings rose in each of the 
years 1956-1961.

The average amount of local rates and water charges 
payable on dwellings rose from April 1956 when the 
new rates and water charges were levied on the basis 
of the revised rateable values resulting from the 
general revaluation o f properties in England and 
Wales. The average level of rates and water charges 
in England and Wales rose sharply in April 1957 and 
less sharply in April in each of the years 1958 to 1961. 
The average level o f rates and water charges in Scotland 
also rose in each of the years covered by this review, 
except 1959.

Costs of repairs and maintenance of dwellings rose 
in each year, the largest changes occurring in 1956 and 
1961. After rising in 1956 and 1957, the costs of 
materials for home repairs, decorations, etc., were 
relatively stable in 1958 and 1959, but rose again in 
I960 and 1961.

Fuel and light {weight 55)

The regular fluctuation o f this group reflects the 
seasonal movements in the prices of household coal 
and coke. There was also an upward movement which 
was most marked in June 1956, July 1957 and October 
I960 when pithead prices of coal were increased. The 
August 1957 index also reflects some further increase 
in coal prices because o f higher freight charges. The 
decontrol o f retail coal and coke prices in July 1958 had 
little immediate effect on prices. The average levels of 
charges for gas and electricity rose in most years, the 
largest rises occurring in 1956, 1957 and 1961 in the 
case of gas and in 1957 and 1961 in the case of electricity. 
After rising appreciably towards the end of 1956, the 
average price of paraffin fell during the years 1957-1959,
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CHART C Index of retail prices -
17 Jan . 1956 =  100
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but rose again in 1961, partly on account o f an increase 
in customs and excise duties.

Durable household goods {weight 66)

Articles in the durable household goods group 
include furniture, floor coverings and soft furnishings, 
radio, television, and other household appliances, 
pottery, glassware, hardware, etc. Changes in rates of 
purchase tax, nearly all o f which have been downwards, 
have contributed to the stability of the index for this 
group. The April 1957 index reflected reductions in the 
prices of floor coverings and many articles o f hardware, 
chinaware, etc., resulting from reductions in the rates of 
tax. Purchase tax reductions on some household appli
ances lowered the index in May 1958, while the April 
1959 figure showed the effect of purchase tax reductions 
on many items in this group, particularly radio and 
television sets. Increases in the rates o f purchase tax 
resulted in a rise in the group index in August 1961. 
Excluding purchase tax changes, this index was rela
tively stable in 1958, showed a slight downward tendency 
in 1959, but rose in other years.

Clothing and footwear {weight 106)

Apart from the period between March 1958 and May 
1959 when prices were either stable or falling slightly 
the index for the group rose slowly but steadily through
out the six years.

Miscellaneous goods {weight 59)

This group covers a wide range o f commodities 
including books, newspapers and periodicals, medicines 
and toilet requisites, soap, detergents and household 
polishes, and various articles such as tennis rackets, 
gramophone records and camera film. Price increases 
for most of these commodities took place, but rises 
in the prices of newspapers and periodicals have been 
responsible for over two-fifths of the increase in the 
group index. Prices of nearly all national daily, Sunday 
and London evening newspapers were raised in October 
1957; prices of London evening newspapers were 
raised again in December 1960 and those o f national 
Sunday and of national daily newspapers in January 
and March 1961, respectively. Part of the rise in the 
group index in March 1961 was due to increases in 
the charges for medicines, etc., supplied under the 
national health service. Some items included in this 
group are subject to purchase tax and the prices of 
these items reflected reductions in the rates o f tax in 
May 1958 and April 1959 and increases in July 1961.

Services {weight 5S)

This group covers a wide range of services, and the 
price indicators used include various postal and 
telephone charges, radio and television licences, cinema 
and football match admission prices, and charges for 
domestic help, hairdressing, boot and shoe repairing, 
laundering, dry cleaning, etc. Rises in prices occurred 
fairly uniformly over practically all the items priced.

‘-1

7 '

7 9

The rise of over two points between August and 
October 1956 reflected increases in cinema prices and in 
charges for some telephone calls. The rise o f points 
between August and October 1957 resulted from in
creases in cinema prices and postal and telephone 
charges. Increases in charges for admission to football 
matches were largely responsible for the rises in the 
index in September 1960 and September 1961. The dip 
shown by the chart early in most years reflects a tem
porary seasonal reduction in charges for dry cleaning.

Transport and vehicles {weight 68)

The transport and vehicles group is divided into two 
sub-groups covering motoring and cycling, and fares 
and other transport. The fares and other transport 
index rose in the first half o f 1956 because of increases 
in the average level of road passenger transport fares. 
Both indices rose sharply at the end of 1956 as a con
sequence o f the ‘Suez’ increase in the duty on petrol 
and diesel motor fuel and both indices fell as a result 
of the withdrawal o f that increase in April 1957. 
Subsequently the two indices diverged. That for motor
ing and cycling remained fairly stable over the rest of 
the period, a fall in the average level o f prices of 
second-hand cars offsetting increases in the rates of 
excise duty on motor vehicle licences and duty on 
petrol, and increases in maintenance charges and 
insurance. The index for fares and other transport 
charges rose sharply under the influence o f increases in 
railway fares in September 1957 and in the average 
level of road passenger transport fares later in that 
year. Further increases in both road and rail fares 
caused the index to continue to rise during the remainder 
of the period covered by this survey.

Changes in the 91 sections o f  the index
The charts above show the movement of the main 

groups of the index, but within each group there were 
many divergent price movements and it is illuminating 
to analyse the distribution of price movements in various 
periods. The index comprises 91 different section indices 
and the effect of a price change in any section on the 
all-items figure depends both on the magnitude o f the 
price movement and on the weight o f  the section 
concerned. Table 1 shows for each o f the six years 
under review the number of section indices which 
changed by various percentage ranges in each year, 
the total weight of the sections in each range and the 
effect of the changes in each range on the all-items 
figure. It will be seen that the period of relative stability 
of the all-items figure in 1959 was not characterised 
by a large reduction in the number o f section indices 
which changed, but rather by a more even balance of 
the increases and decreases which took place.

Thus the total number of section indices which 
changed ranged from 79 in 1958/1959 to 88 in 1961/1962. 
The number of section indices which rose was at its 
lowest, 44, in 1958/1959 and at its highest in 1956/1957 
and 1961/1962 when it was 77 and 74, respectively.
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Another approach to this type of analysis is to con
sider the distribution of price changes according to the 
magnitude of their effects on the index. This is shown 
in Table 2. It will be clear that a marked change 
in the price of a commodity or service which, by virtue 
of its importance in the pattern of consumption has a

weight of over 1 per cent, of the total index, has a 
significant effect on the all-items figure. The Table 
shows that the relative stability of the index in 1959/1960 
was largely dependent on marked price decreases in a 
very few items which carried important weights.

Ministry o f Labour

APPENDIX
Percentage change in section index

T A B L E  I

Percentage change in 
section index. 
m id-January to 

m id-January

Per cent 
o r more . . .  
but /ess than 30 
but /ess than 20

• • •

but /ess than 
but /ess than 
but iess than 
but /ess than 
but /ess chan 
/ess than I

• •

•.

A ll increases 
N o change 
A ll decreases

<. •

/ess than I
1 but /ess chan 2
2 but /ess than 3
3 but /ess than 4
4 but /ess than S
5 but /ess chan 10 

10 but /ess chan 20 
20 but /ess than 30 
30 o r more

«• •

• •  *

•  •  • •  > >

N um ber o f sections

195̂
1957

Aggregate base dace 
w eight of sections

1957/ 1958/ 1959/ 1960/ 1961/ 1956/ 1957/ 1958/ 1959/ 1960/ 1961/ 1956/ 1957/ 1958/ 1959/ 1960/ 1961/
1958 1959 I960 1961 1962 1957 1958 1959 I960 1961 1962 1957 1958 1959 I960 1961 1962

1 1 3 27 15 7 39 l - l 0 6 0 3 1 2
1 2 \ 3 31 12 1, , 0*1 0 7 0-3

It 4 3 6 123 J39 60 31 87 1*7 2 2 1 2 0 5 1 0
10 4 6 10 25 294 134 21 49 134 285 2 0 1 0 0 2 0 3 1*3 2 5
3 2 3 8 7 27 19 44 20 138 93 0*1 0 1 0 2 0 1 0 7 0 6
8 4 5 7 5 99 93 47 94 90 31 0*3 0 4 0*2 0*4 0 4 0-1

12 5 6 9 15 69 232 81 82 92 135 0*2 0 6 0 2 0 2 0 2 0 3
14 8 II 10 9 83 114 76 100 96 76 0 1 0 2 0*1 0*2 0*1 0 1
7 14 18 It 4 131 81 165 194 136 29 0 1 0*1 0 1 0 1

67 44 50 58 74 853 830 552 551 717 775 5 6 5 2 3 2 1 6 3 3 5 6
5 12 9 9 3 12 14 153 48 43 35 —

19 35 32 24 14 135 156 295 401 240 190 1 2 1 5 0 9 2-1 0 9 0 6

3 IS 9 8 5 10 37 129 170 67 70 0 1
8 7 8 4 — 75 42 88 44 — 0-1 0 1 0 1

3 2 4 1 1 48 14 7 32 II 25 0 1 0*1 0 1
2 3 4 1 24 17 23 25 4 0-1 0-1 0*1 0*1
2 4 2 16 24 18 0 1 0 1 0 1
5 2 5 2 3 II 33 18 55 33 35 0 1 0 2 0*1 0-5 0-2 0 2
2 1 2 1 1 15 24 19 62 7 16 0 2 0 6 0 4 0 7 0-2 0 2
1 1 27 8 w 12 0 7 0-3 0 3
1 1 7 15 — 0 2 0 7

Aggregate effect of 
changes on index 
('alMtems* poincs)

Effect on index of change in section index

T A B L E  2

Effect on index of change 
in section index. 

m id-January to  mid-January 
('a ll-item s' points)

+  0*5 o r  more 
+  0*4  but /ess chan 0*5 
+  0*3  but /ess than 0*4 
+  0*2  but /ess than 0*3 
+  0*1 but /ess than 0*2 
+  0*05 but /ess than 0 I 
+  /ess than 0*05 . . .

A ll increases 
N o change 
A ll decreases

•  •  >

•  •  • •  > I

/ess than 0*05 . . .  
0*05 buc /ess than 0* 1 
0* I buc /ess than 0*2 
0*2  but /ess chan 0*3 
0*3 but /ess chan 0*4 
0*4  buc /ess than 0*5

o r more

N um ber o f sections

1956/
1957

1957/
1958

1958/
1959

14

1959/
I960

1960/
1961

1961/
1962

Aggregate base dace 
weight of sections

1956/
1957

1957/
1958

102

1956/
1959

1959/
I960

19

66

1960/
1961

1961/
1962

12

Aggregate effect of 
changes on index 
(*all-icems* points)

1956/
1957

1957/
1958

1958/
1959

1959/
I960

0 3

0 4

I 3

1960/
1961

0 3

80

1961/
1962

,954
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Index of retail prices: Analysis of the food group
T A B L E  3 (17 January 1956 a  100)

Weights

1956 January 
February 
March . . .  
A p ril . . .  
May 
June 
Ju ly 
August 
September 
O ctober 
N ovem ber 
December

. . .

». '

>. •

* • . .  *«

* •«

• *.

•« I

1957 January 
February 
March . . .  
A p ril 
May 
June 
July 
August 
September 
O ctober 
Novem ber 
Decem ber

••»

««•
«• .

I . .

«••

• • . «•»

•«. * • •

* *s

• * .

• • « «•

.  •• .  .  I

1958 January 
February 
March . . .  
A p ril . . .  
May 
June 
July 
August 
September 
O ctober 
Novem ber 
Decem ber

«•» •••

.  •'

• *. • m\

« ••

. . .

• • «

.  •• • • •

1959 January 
February 
March 
A p ril ... 
May
June . . .
Ju ly
August
September
O ctober
Novem ber
December

*.«

• *. *«•

«*« ««• ••»

.  • .

• .  > . . .

. .  >

. .  • . . .

. . .

I960 January 
February 
March . . .  
A p ril . . .  
May
June . . .
Ju ly
August
September
O ctober
Novem ber
December

. . . . . .

. . . . « . . . .

. . .

*« .

. . . •••

• t . . . . #

. . . >..

1961 January 
February 
March ... 
A p ril . . .  
May
June . . .
Ju ly  . . .
August
September
O ctober
Novem ber
December

. . .

• *«

. . .

. .  * •»» .  .1

I . .
«•«

«•«

. . .

A ll items A ll food Seasonal items 
(•)

been affected 
considerably 
by changes in 
im port prices 

(•)

O th e r food 
items

1,000 350 92^94^ 47 2 l0{-208 i

100 0 100 0 100 0 100 0 100 0
100 0 99 6 101 2 98 7 99-1
101 3 102 9 110-3 99 1 100 4
)02-7 106 0 121 1 97 9 101 1
102 5 104-2 115 5 9S-3 lO M
102 4 102 9 109 0 97-7 101 3
)02  0 101 1 101 8 99 2 101 2
102 3 101 7 104 2 98 2 101 3
102 1 100 8 99 4 101 0 101 3
102 7 101 8 97 8 10) 6 .J03 -7
103 1 t02-5 100 8 99 8 103-9
103 4 102 3 97 9 99 7 104 9

104 4 104 0 100 4 97 7 107 0
104 3 103 S 97 9 96 0 107 6
104 1 102 ( 94 6 91 4 107*9
104 5 102 7 97 9 87 3 108 3
104 6 103 9 100 8 89 5 108 5
105*7 106-7 110-5 95 2 107 7
106-6 108 4 117 1 95-8 107-3
106-4 106 9 115 4 92*9 106 2
106 1 104 8 107 2 93 8 106 1
107-1 104 7 109-3 89 4 106*1
107 7 104 8 112-0 86 0 105-8
106 2 106 0 116 5 8S-8 105 9

108 1 105 4 114-8 85 0 105 7
107-6 103 9 n o  8 83 1 105 5
108 4 105 7 114 8 85 2 106-2
109 6 108 7 123-9 86 8 106 9
109 2 108-5 123 3 86 4 106 9
110-2 n o  9 128 7 88 3 108 1
108 5 106 0 110-6 89 3 107 7
108 3 105 2 107-1 89 9 107*8
108 4 105 6 106 0 94 2 107 9
109 4 108-1 113 9 9 6 0 108-2
109 8 108 4 112 9 100 7 108-1
110 2 109-2 114-1 104 0 108 2

n o  4 109 8 115-4 105 1 108 3
110*3 109 1 113-1 104-9 108 3
NO 3 108 9 114-6 100 6 108 3
109 5 ioa 6 114 3 98 4 108 4
109 1 108 1 112-2 100 1 108-2
109 3 108 4 112-8 99 6 108-4
109 0 107 4 108 2 102 1 108-3
109 3 108-1 107-7 108 2 108-3
108 7 106 1 99 8 109 7 108 2
109 2 107-4 105-0 M OO 107 9
n o  0 108 2 107-2 1121 107 8
NO 2 108-7 109 5 110 1 108 0

109 9 107 8 106 9 108 2 108 1
109 9 107-4 107 3 104 3 108 1
109 7 106 8 107 2 100 7 107-9
NO 3 106 6 108 1 97 0 108-1
110-3 107-3 109-7 96 6 108 6
110-9 108 9 115-4 96 6 108 7
I I I  -1 108 8 114-1 98 4 108 8
n o  4 106 4 103-7 fOI 4 108-7
110 5 106-1 102-1 101 6 108-9
i n  4 107-4 107 3 101 0 108 9
1 1 1 9 107 6 107 8 101 8 108 9
112 2 108-1 108-0 103 4 109 2

H 2 -3 107 7 107-4 101 2 109 4
112-3 107-5 107 5 99 0 109 3
112 7 107 4 108 3 96 7 109 4
113-3 108 0 109 4 98 3 109-6
113 6 109-5 114 4 99 8 109-5
114 6 1 1 1 4 121 8 99 6 109 4
114 6 110-7 119 8 97 2 109 6
115-7 109 9 117 4 95 7 109 7
115 5 108-5 113 4 94*3 109 6
115 7 108 0 113 2 91 0 109-5
116 9 109 8 1 IB  4 93 2 109-6
117*1 n o  2 118-5 95 6 109 8

114 5 n o  7 119 3 97 1 n o  0
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Extracted from Economic Trends, No. 104, June 1962.

The capital account in the balance of payments

Introduction
This article discusses the movements in, and the 

statistical basis of, the estimates for the long-term 
capital account in the United Kingdom balance of 
payments for the period 1952 to 1961. Short-term 
capital movements, which are included with banking 
and other financial transactions in the monetary 
movements section of the balance of payments accounts, 
are not dealt with here.(') Estimates for the latest two 
or three years are published regularly in the half yearly 
White Papers on the United Kingdom balance of pay
ments, the last of which was Cmnd. 1671 presented to 
Parliament in March 1962.

The magnitude, and changes in the level, of capital 
transactions are of considerable interest. The balance 
between outflow and inflow of capital has an important 
influence on the overall balance of payments result for 
any given year, and the trends of the respective outward 
and inward movements are of importance in assessing 
the outcome on current account transactions at which 
the United Kingdom must aim. The figures also provide 
a measure of the scale on which United Kingdom assets 
are being built up overseas, and the degree to which 
this country is participating, through loans provided 
by the United Kingdom Government and through 
private investment, in the development and expansion 
of overseas economies. In the opposite direction, the 
figures indicate the increasing rate at which assets in the 
United Kingdom are also being acquired by overseas 
residents, arising partly from greater direct investment 
and partly from the more recent increase in portfolio 
investment. The growth in international investment is a 
factor which will affect the future level of credits and 
debits included in the item ‘Interest, profits and divi
dends’ in the current account.

Many difficulties have to be faced in attempting to 
obtain a full statistical measure of capital flows. 
Several inquiries have been inaugurated in the recent 
past and the results of these inquiries have been 
incorporated in the published figures. Nevertheless 
there are still some gaps in the recording. Any errors 
and omissions in the figures will contribute towards 
the balancing item in the overall balance of payments 
account.

An analysis of the figures for the years 1952 to 1961 
is given below and this is followed by a description of 
the statistical basis of the estimates.

represents an inflow of capital, that is, an increase in 
overseas assets in the United Kingdom or a reduction 
in United Kingdom assets abroad.

Looking first of all at the total balance, no very 
marked trend emerges. The figures for certain years 
are affected by very large Government transactions— 
a borrowing of £89 million in 1957 from the Export- 
Import Bank and its repayment in 1959, and the 
subscription of £232 million to the I.M.F. in 1959. If 
these are excluded the total net capital outflow was 
£173 million on the average of the years 1952/4, 
£172 million on average in 1955/8, and £124 million 
on the average of the last three years 1959/61. The final 
period, however, contained an exceptionally large single 
inward transaction, the acquisition in 1961 by the 
Ford Motor Company of America of the remainder of 
the share capital of its United Kingdom subsidiary.

There has been a constant pattern of net outflow to 
the rest of the sterling area and of net inflow from the 
non-sterling area. The trend in the net outflow to the 
sterling area has been gradually upward, from an 
average of £187 million in 1952/4 to £209 million in 
1955/8 and £232 million in 1959/61. The net inflow 
from the non-sterling area was very small in the early 
years of the period but has since tended to grow and 
rose steeply in 1961 (even apart from the Ford trans
action). Between the beginning and the end of the period 
Government and other official capital transactions 
have come to play a larger part; on the average of 
the first three years the official share of the total net 
outflow was about a fifth; over the final three years it 
had become more than two-fifths, again excluding the 
two large Government transactions in 1959.

Analysis of long-term  cap ita l m ovem ent, 1952/61
Table 1 sets out the long-term capital transactions 

for the period 1952 to 1961. In this and all the sub
sequent tables a minus sign represents an outflow of 
capital from the United Kingdom, that is, an increase in 
United Kingdom assets abroad or a reduction in over
seas-owned assets in the United Kingdom. A plus sign

Government
A more detailed picture of inter-government trans

actions on capital account is given in Table 2.
The growth in new lending abroad by the Govern

ment is mainly a reflection of the expansion of loan aid 
to less developed countries. In the years 1952 to 1958 
new lending by the United Kingdom Government 
totalled £111 million, an average of £16 million a year. 
By 1958 the development plans of the less developed 
countries were calling for more capital. Private invest
ment was not providing sufficient funds and political 
changes were making it more difficult for colonial and 
newly independent Commonwealth territories to raise 
money in the London market. A new policy of Ex
chequer and Commonwealth assistance loans was 
introduced. This has since been reflected in a striking 
rise in new lending by the United Kingdom Govern
ment within the Commonwealth. Over the years 1959 
to 1961 total new lending averaged £57 million a year. 
In recent years the main recipients have been India and 
Fact Africa The loan to Latin America in 1955 was the

(’ ) The distinction between long-term and short-term  capital is discussed on page xvi
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Long-term  capital account

T A B LE  I

Total all areas
Inter-governmenc loans (net) 
U.K. subscriptions to

I.F.C., I.D.A. and European 
Fund ••• •••

O ther U.K. official capital (net) 
Private investment abroad (net 

of disinvestment)
D i r e c t ( ') ......................
O t h e r ( * ) ......................

In the U.K. (net of disinvest
ment)

D irect(’) ......................
O t h e r ( * ) ......................

Balance of long-term capital 
transactions • • •

Non-ster/ing areas
Inter-government loans (net) 
U.K. subscriptions to I.M.F., 

I.F.C., I.D.A. and European 
Fund... ... ... ...

O ther U.K. official capital (net) 
Private investment abroad (net 

of disinvestment)
D irect(’) ......................
O the r(’) ......................

In the U.K. (net of disinvest
ment)

D irect(’) ......................
O t h e r ( * ) ......................

Balance of long-term capital 
transactions ......................

Rest of sterlirjg area 
Inter-government loans (net) 
O the r U.K. official capital (net) 
Private investment abroad (net 

of disinvestment)
D irect(’) ......................
O t h e r ( * ) ......................

In the U.K. (net of disinvest
ment)

D i r e c t ( ') ......................
O ther(’) ......................

Balance of long-term capital 
transactions ......................

1952

-  20

147

- 1 3 4

+ 12

-  8

38

+  25

-  109

-  26

- 1 5 9

1953

-  30

-  19

- 1 8 0

+  35

- 1 9 4

-  18

-  7

-  30

-I- 60

+  5

- 1 5 0

-  25

- 1 9 9

1954

-  20

-  8

- 2 4 0

+  77

-1 9 1

+ I

-  87

+  96

+ 10

- 1 5 3

-  19

-201

1955

-  52

-  10

+  125

- 1 2 2

-  33

-  95

+  133

+  5

-  90

-  8

- 1 2 7

1956

-  52

- 2 6 8

+  149

- 1 8 7

-  42

-  5

- 1 0 9

+  167

+  I I

- 1 5 9

-  18

- 1 9 8

1957

+  72

-  6

- 3 1 6

+  144

- 1 0 6

+ 86

-1 2 2

+210

+  174

- 1 9 4

-  66

- 2 8 0

1958

-  45

-  4

- 1 4 4
- 1 8 6

+  87 
+  106

- 1 8 6

15

+  77 
+  130

+  47

- 2 3 3

1959

- 1 1 8

- 1 9 6
- 1 4 8

- 4 9 9

-  66

+  138 
+  30

- 2 9 4

I960

-  91

+  135 
+ 102

-2 0 2

-  39

+ 121 
+  90

+  28

- 2 0 5 - 2 3 0

( ')  Excluding oil and insurance.
(^  Including oil and insurance.

result of an agreement to enable Argentina to meet its 
payments obligations to the sterling area.

During the last few years there have been three 
substantial borrowings by the United Kingdom Govern
ment from abroad. In 1957 £89 million was borrowed 
from the Export-Import Bank, and in 1961 £18 million 
was borrowed from Switzerland. The third transaction 
—a receipt of £37 million from Western Europe in 
1959—arose from the conversion by the Federal Ger
man Government of the balance remaining in the post
war debt payment account into a Treasury Bond.

Loan repayments to the United Kingdom have come 
mainly from Western Europe following the loans made 
to these countries during the war and early post-war 
years. Western Germany and France account for the 
bulk of these and both have made substantial advance

£ million

1961

-  14

+  225 
+  181

+ 8

+  39

-  9

+  216 
+  169

+  268

- 2 6 0

83

repayments in the last three years.
Repayments by the United Kingdom have been 

largely to the United States and Canada, arising from 
the loans made by these countries during the war and 
shortly afterwards. In 1959 payments to North America 
were swollen by the repayment of the Export-Import 
Bank loan (£89 million). The payments to the rest of 
sterling area in 1958 and 1959 arose from the advance 
repayment of the bulk of the instalments due to India 
in respect of pension liabilities.

From 1959 onwards repayments to and from Western 
Europe have included settlements arising from the 
liquidation of the European Payments Union and the 
conversion of the outstanding debts into long-term 
loans.

On balance, repayments made have exceeded those
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Inter-governm ent loans

T A B L E  2 C million

loons made by the U.K.
Rest of sterling area
W estern Europe ............
Latin Am erica
O the r non-sterling countries

• •

* •

Total > • • • »

loons repaid to the U.K.
Rest of sterling area 
W estern Europe
Latin Am erica ............
O the r non-sterling countries

V • « • <

• •

• •

• • • • «

Total • •

/nter-government /oons by the U.K. (net)

loons mode to the U.K. 
W estern Europe . 
N o rth  America

• •

Total

Loons repaid by the U.K 
Rest of sterling area 
W estern Europe 
N o rth  Am erica

Total

• •

• • •

•  *  »

• > «

« • *

« » •

• • • •

t «

/nter-government /oons to the U.K. (net)

Inter-governm ent loans (net) 
of which:

N ew  loans (net) 
Repayments (net)

1952 1953 1954 1955 1956 1957 1958 1959 I960 1961

3 4 16 13 8 II 18 44 57 59
1 —

19
— 3 2 3 2

1
2 3 5 2 2 2 —

6 4 16 32 II 19 22 49 61 60

1 8 1 3 4 5 4 5 6
16 24 38 23 22 21 25 65 30 97
. 1 1 2 1
6 6 4 4 4 6 7 7 5 6

22 31 50 28 29 32 37 77 42 NO

-h l6 +  27 +  34 -  4 +  18 +  13 +  15 +  28 - 1 9 +  50

9 37 18
17 — — 89

26 — 89 37 18

9 9 13 7 5 7 17 12
5 4 4 5 4 4 53 42 51

33 43 37 37 60 19 39 118 30 31

42 57 54 48 70 30 60 183 72 82

- 1 6 - 5 7 - 5 4 - 4 8 - 7 0 +  59 - 6 0 - 1 4 6 - 7 2 - 6 4

- 3 0 - 2 0 - 5 2 - 5 2 +  72 - 4 5 - 1 1 8 - 9 1 - 1 4

-1-20 -  4 - 1 6 - 3 2 - 1 ! +  70 - 2 2 -  12 - 6 1 - 4 2
- 2 0 - 2 6 -  4 - 2 0 - 4 1 +  2 - 2 3 - 1 0 6 - 3 0 +  28

received. Net repayments averaged £17 million between 
1952 and 1954 and £6 million between 1959 and 1961, 
excluding the repayment of the Export-Import Bank 
loan. Advance repayments of debts by France and 
Western Germany are responsible for the smaller 
average for the last three years.

Private investment
Table 3 sets out the estimates for private investment 

for the years 1952 to 1961. The figures include—
(1) direct investment by companies in branches, sub

sidiaries and associates (including the parents’ 
share of re-invested net earnings, but excluding 
depreciation);

(2) portfolio investment, that is, transactions in 
securities by both individuals and companies other 
than transactions included under direct invest
ment :

(3) other investment, which covers numerous types of 
transactions; some examples are investment in 
building societies, and dealings in real estate 
other than property company investments in
cluded under the direct investment head.

The published figures of direct investment are based 
on regular inquiries by the Board of Trade; these 
figures do not however, cover the capital transactions 
of the oil and insurance industries which are included

in ‘Other private investment’.
The basis of the figures is described in the final 

section of the article. The approximate nature of some 
of the estimates for the earlier years should be borne in 
mind in reading the following paragraphs. It should 
also be noted that the flows in each direction are after 
allowing for disinvestment.

T A B L E  3

Private Investment
Net of dismvestment

£ million

1952
1953
1954
1955
1956
1957
1958
1959
1960
1961

Outw ard Inward Net

147 33 - 1 1 4
180 35 -1 4 5
240 77 -1 6 3
185 125 -  60
268 (49 - 1 1 9
316 144 - 1 7 2
330 193 - 1 3 7
344 198 -1 4 6
336 237 -  99
357 406 +  49

In the years 1952 to 1954 outward private investment 
averaged £189 million a year and inward investment 
£48 million. By 1959 to 1961 outward investment 
averaged £346 million and inward investment, £280 
million. The last figure includes the exceptionally large 
Ford transaction which took place in 1961.
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Investment abroad by the United Kingdom consis
tently exceeded investment in the United Kingdom by 
overseas residents until 1961. Although the flows were 
increasing rapidly in both directions, the amount of 
net outflow showed no basic trend up to 1959. In I960, 
however, a rise in overseas portfolio investment in the 
United Kingdom and an increase in United Kingdom 
disinvestment abroad considerably reduced the net 
outflow, and in 1961, with the Ford transaction and a 
further steep rise in inward portfolio investment, the 
balance changed to a net inflow.

The causes of the rapid growth of long-term private 
capital movements and, especially towards the end of 
the period, the marked changes in their pattern are 
manifold and complex, and it is possible only to indi
cate some of the influences which may have contributed 
to them.

Controls exercised in the United Kingdom affect 
both outward and inward investment vis-a-vis the non
sterling countries. Consent for inward direct investment 
projects financed in cash has been virtually unconditional 
since 1958 and the repatriation of capital and profits is 
allowed for all approved investments made since 1950. 
Outward direct investment to the non-sterling area has 
remained subject to restrictions, with little variation 
in their scope up to July 1961 when a more severe test 
was imposed, namely that the investment should 
produce clear and commensurate benefits to United 
Kingdom export earnings, and thus to the balance of 
payments, in the short term. Some modification of these 
rules was made in May 1962.

In the case of inward portfolio investment in the 
United Kingdom by residents of non-sterling countries, 
the individual holder can in general only realise his 
investments by direct sale to another non-sterling 
resident or through the security sterling market; in 
neither case does any net withdrawal of funds take 
place. New outward portfolio investment by United 
Kingdom residents in the non-sterling area is not in 
general permitted.

Investment in the sterling area countries has been 
free from restriction although borrowing in the London 
market has been controlled by the Capital Issues Com
mittee and the timing of new issues subject to super
vision.

The growth of United Slates investment in foreign 
countries, of which a large share has normally come to 
the United Kingdom, has played an important part in 
the inward flow of capital, which has also been en
couraged by the generally high level of economic 
activity and profits in the United Kingdom throughout 
the period. The h i^ e r  level of interest rates prevailing 
in the United Kingdom in the second half of the 
decade has almost certainly also been an influence.

Much of the early increase in outward investment was 
in direct investment and in the sterling area countries. 
The early 1950’s were a prosperous period for primary 
producers even after the Korean war boom had sub
sided and this attracted both fresh investment and the
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ploughing back of profits on a considerable scale. The 
tariff protection given to local industries encouraged 
the establishment of subsidiaries to manufacture 
locally in a number of markets.

More recently, the high rate of growth in the econo
mies of the Common Market countries and the even 
faster growth of inter-trade among them must have 
influenced the expansion of investment in that direction.

It is not possible to provide an analysis of the com
ponent parts of the private capital movements over the 
whole of the past ten years. The analyses which follow 
therefore relate only to the period from 1958 onwards.

Direct investment {excluding oil and insurance)
As Table 4 shows, outward direct investment in

creased rapidly during the period 1958 to 1960 but fell 
in 1961. The non-sterling component showed a large 
increase between 1958 and 1959, after which the 
figure has remained at about the same level. The 
largest fluctuations have been in the rest of the sterling 
area, which not only showed substantial increases 
between 1958 and 1 9 ^  but took the brunt of the fall 
in 1961. Inward direct investment, nearly all of which 
comes from the non-sterling area, also increased 
markedly in 1959, but fell back slightly in 1960. The 
figure for 1961 is swollen by the Ford transaction, but 
for which there would have been some further fall.

T A B L E  4

D irect investm ent 
(excluding oil and insurance)

Net of disinvestment
£ million

1958 1959 I960 1961

Abroad
Rest of sterling area ... 79 106 155 120
Non-sterling area 65 90 92 91

Total ............ 144 196 247 211

In the United K ingdom
Rest of sterling area ... 10 8 14 9
Non-sterling area 77 138 121 216

Total ............ 87 146 135 225

Direct investment (net)... - 5 7 - 5 0 - 1 1 2 +  14

Outward
Table 4(a) shows the estimates of direct investment 

from the United Kingdom, broken down into its dif
ferent forms, and gives country and industry analyses. 
The Board o f Trade Journal of 30 March 1962 gives 
greater detail.

During the period 1958 to I960 Australia and New 
Zealand have received about one-third of the total 
invested in the sterling area although other sterling 
area countries, particularly South Africa, Rhodesia and 
Nyasaland, India and Pakistan have also been large 
recipients. Amongst the non-sterling countries Canada
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TABLE 4(a)

Kingdom d irect investm ent abroad  
(excluding oil and insurance)

Net o f disinvestment
£ million

1958 1959 I960 I96l(')

Total direct investment abroad(^) ... 144 196 247 211
Ro-invested profits ................ 74 93 85 84
New investments ................ 70 103 162 127

of which:
Net acquisition of share and

loan capital ................ 41 52 80 72
Change in branch indebted-

6 S S  ••• •*. ... 16 34 30 15
Change in inter-company

accounts ... 13 17 52 40

By area
Rest of sterling area total 79 100 150 120

of which:
Australia and New Zealand 23 32 63
South Africa ................ 20 10 18
Rhodesia and Nyasaland ... 13 13
India and Pakistan ... 6 15 14
Other ............................. 30 30 42

Non-sterling area total ... 65 89 88 91
of which:

U 5 A ̂• f .. »«• 1 16 15
Canad a ... ... 27 36 28
European Economic Com

munity ... ................ 8 16 21
Other VVestern Europe 6 4 4
Latin America 5 12 14
Rest of the W o rld ................ 8 5 6

By industry
Rest of sterling area total 79 100 150 120

of which:
Agriculture............................. 12 10 10
Mining 7 9
Manufacturing industry 34 40 68
Other industries (including

unallocated) 33 43 63

Non-sterling area total ... 65 89 88 91
of which:

Agriculture............................. 2 2 3
Mining 10 4 5
Manufacturing industry 48 59 54
Other industries (including

unallocated) 5 24 26

(’) Provisional estimates. No country or industry analysis yet 
available.

(*) An allowance has been made for returns not received.

has had the largest share of outward direct investment, 
about £28 million out of £88 million in 1960. The 
Common Market countries collectively received more in 
1960 than the United States (£21 million against £15 
million). Most of the rest of the outward investment 
goes to other countries in Western Europe and to 
Latin America.

The industrial pattern of outward direct investment 
has been changing. The share of agriculture (plantations, 
etc.) and mining has fallen although in absolute terms 
investment in these industries has increased, whilst the 
share of manufacturing and other industries has risen. 
This has occurred in the sterling area as well as in the 
non-sterling countries. In the sterling area investment 
in industries producing food and raw materials is still 
an important element. Although the absolute amount

of re-invested profits of subsidiaries and trade asso
ciates has changed little over the recent years, because 
of the general upward trend of total investment the 
re-invested clement now accounts for only about 
one-third against a half in 1958.

Inward
Inward direct investment has been much heavier in 

the three subsequent years than in 1958, but no clear 
trend can be established since in each of ihe last three 
years there have been large individual transactions 
entailing greater North American participation in 
United Kingdom industry. The largest of these was, 
of course, the acquisition of the remainder of the shares 
of the British Ford Motor Company by the American 
parent company in 1961. entailing a gross inflow of 
capital of £131 million. As in the case of outward direct 
investment, re-invested profits have contributed a 
significant part of the total. The falling off in 1961 may 
have owed something to President Kennedy’s exhorta
tion to American companies with overseas interests to 
remit a larger proportion of their earnings.

The United States proxided on average 70 per cent, 
of all direct investment in the United Kingdom in the 
years 1958/60. Canada accounted for slightly more 
than the whole of Western Europe over the period.

O verseas d irect investm ent in the United Kingdom
(excluding oil and insurance)

TABLE 4(b) Net o f d/sinvestment £ million

1958

Jotai direct investment in the United
Kingdomf^) ............................
Re-invested profits ................

New investments ................
of which;

Net acquisitions of share and 
loan capital ................

Change in branch indebted* 
n6S$ ... ... ...

Change in inter-company 
accounts

21
11

.  .

6y area
Rest of sterling area total 
Non-sterling area total ... 

of which:
United States of Am erica... 
Canada ... ... ...
European Free Trade Area 
European Economic Com

munity
Rest of the world ...

By industry
Total all areas ............................

of which:
Electrical and mechanical 

engineering
Other manufacturing indus

tries
Distribution
Other industries (including 

banking) ...

87

19

1959

55

-2
17

137

30

.  « »  .

.  .

15

I960

35

30

132

13

I96IC)

165

- 7

18

225

23

(*) Provisional estimates. No country or industry analysis yet 
available.

(*) An allowance has been made for returns not received.
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in no year covered by the Board of Trade inquiry has 
investment by concerns in the sterling area accounted 
for more than about 10 per cent, of the total. Most of 
this small investment came from South Africa.

Inward direct investment has been concentrated in 
manufacturing industries and distribution. Manufac
turing industries absorbed 75 per cent, of the total and 
distribution took another 12 per cent, in the years 
1958/60.

Other private investment
Included under this heading are outward and in

ward portfolio investment, the overseas investment of 
United Kingdom oil companies and investment by 
foreign oil companies in this country, certain capital 
transactions of insurance companies, and a small 
residual category embracing such items as the receipt 
in 1960 of £24 million as compensation from Egypt 
for sequestrated British assets.

Only total figures for this group of items are so far 
available for publication. These are shown in Table 5.

TABLE 5

O th e r private investm ent
Net o f  disinvestment £ million

1958 1959 I960 1961

Abroad
90Rest of sterling area ... 106 75 45

Non-sterling area 80 73 44 56

186 148 89 146

In the United Kingdom
Rest of sterling area ... - 2 4 22 12 12
Non-Sterling area 130 30 90 169

106 52 102 181

Other private investment
n̂et̂  ••• ••• - 8 0 - 9 6 -t-13 +  35

Outward
The predominant item on the outward side is the 

overseas investment by British oil companies. This was 
rising steadily up to 1959 but has fallen back somewhat 
in the last two years. The proportion of oil investment 
in the non-sterling area has been slightly higher in 
recent years; the relatively greater emphasis placed on 
marketing and dislribmion (including refineries) as 
distinct from the development of production facilities 
has been particularly apparent in this area.

New portfolio investment in the non-sterling area by 
United Kingdom residents is, with minor exceptions, 
not permitted under Exchange Control regulations 
(although sales and purchases within the existing 
‘pools' of United Kingdom holdings have been allowed). 
Net movements have therefore been relatively small. 
Transactions with the rest of the sterling area are of 
course not subject to this control. There has been a 
regular outflow of new investment to the rest of sterling 
area partly in the form of subscriptions to issues made

in the London market and partly by purchases of 
securities issued in sterling area countries. But there 
has also been some disposal of existing portfolio 
holdings; this dis-investment, particularly of holdings 
in South Africa and other African territories, increased 
in 1960 and the early part of 1961, but slackened after 
the imposition of controls in South Africa in the middle 
of the year. (A fuller account of recent movements in 
United Kingdom overseas portfolio investment is given 
in the Bank of England Quarterly Bulletin for June 
1962).

As a result of the reduction in oil investment, increased 
portfolio disinvestment in the sterling area, and the 
receipt of compensation from Egypt (which is treated 
as a disinvestment) the total of ‘Other private invest
ment' abroad by the United Kingdom fell sharply in 
1960. In 1961, however, it regained the level of 1959.

Inward
Investment by foreign oil companies in the United 

Kingdom has tended to increase in the last few years. 
In 1958 the Shell Group raised £76 million by a new 
share issue abroad. A large part of this is reflected in 
the figure for inward investment from the non-sterling 
area in that year.

Practically all the increase in the total figure in 1960 
and again in 1961 has, however, been due to inward 
portfolio investment. Up to 1959 the net amount of 
such investment is believed to have been very small. In 
1960, however, there was a considerable movement of 
overseas funds into equity shares, which continued in 
1961 and spread also to fixed-interest stocks. Relatively 
high interest rates in the United Kingdom, a favourable 
evaluation by overseas investors of the yields and price: 
of United Kingdom securities, and the growth of 
institutional facilities for making international invest
ments of this kind have probably all contributed to the 
inflow.

Private investment in less developed countries
Nearly half of private investment overseas takes 

place in the less developed countries. These are the 
estimates for recent years:

Private investment abroad
N et o f  d isinvestm ent £ million

Less developed 
countries

A ll
countries

1958 «•« ••• 147 330
1959I ' v r  > > •  • • • 160 344
1960 ••• ••• 154 336
1961 ••• 138 357

The great bulk of private investment in less developed 
countries is in the form of direct investment, including 
that made by the United Kingdom oil companies. A 
fuller account of the United Kingdom’s total contri
bution to the growth of the economies of the less 
developed countries is given in Assistance from United
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Kingdom for Overseas Development Cmnd. 974, pre
sented to Parliament in March 1960.

The statistical basis of the estim ates
The capital movements discussed in this article 

comprise the transactions which are grouped together 
in the standard presentation of the United Kingdom 
balance of payments as the ‘Long-term capital account’. 
The definition of ‘long-term’ for this purpose includes 
transactions where either there is no firm date for 
repayment or where the date is more than a year ahead; 
it also includes, however, portfolio investment in dated 
securities whose original term was more than one year 
but which may be within twelve months of redemption 
date. ‘Short-term’ investments, for example in Treasury 
Bills or temporary loans to local authorities, are 
included in the ‘monetary movements’ section of the 
balance of payments accounts.

This definition necessarily disregards the intentions of 
investors, as regards the realising of their investments, 
which may in any case not be determined at the time of 
the initial transaction or may be changed. To this extent 
the description ‘long-term’ is not an exact one, and its 
limitations have become greater as the pattern of 
capital movements has changed in recent years. The 
figures of direct investment include changes in the 
balance of indebtedness between related companies; 
these balances contain some elements of permanent or 
near-permanent capital provided by parent company 
to subsidiary, etc., or vice-versa, but they also un
doubtedly contain some temporary balances which are 
frequently adjusted and whose location may be re
sponsive to short-term changes in interest rates or to 
sentiment about exchange rates. Portfolio investments 
may be , realised by sale in the market, although in the 
case of holdings of United Kingdom securities by non
sterling residents Exchange Control regulations prohibit 
the remittance of the proceeds.

Nevertheless, the bulk of the movements of capital 
included under these headings can properly be regarded 
as of a more durable kind than those included in 
monetary movements. The figures for direct investment 
to a great extent represent the acquisition of interests in 
producing or trading assets which are intended to be 
permanent ones. Much of the portfolio investment in 
company equities and in fixed interest stock is pro
bably also intended to be for medium or long terms, 
and the exchange control regulations referred to below 
in any case limit the reversibility of investment from 
the non-sterling area.

Sources
Direct investment

Since 1958 estimates have been derived from a 
continuing inquiry by the Board of Trade. A recon
ciliation of the results from this inquiry for 1958 and 
1959 with the previous estimates for these years, which 
were based on a variety of sources, indicated that the
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only serious deficiency in the previous figures was the 
measurement of the re-invested profit element of direct 
investment in the United Kingdom. This was to be 
expected in view of the fact that the Exchange Control 
information previously used measured in general only 
actual flows and not normally the retained profit 
element. On the assumption that there was a similar 
deficiency in the years earlier than 1958 an examination 
of the accounts of some fifty of the largest companies 
included in the Board of Trade’s inquiry was made to 
estimate the value of retained profits for the period 
1955/57. On the basis of this examination, the figures 
for this period have been revised to bring them in line 
with the latest figures. For the years 1952/54, a similar, 
although rougher allowance has been made to ensure 
a more consistent series.

Estimates of the change in the net worth of United 
Kingdom oil companies’ investment abroad and of 
overseas oil companies’ investment in their United 
Kingdom subsidiaries are based on information 
supplied by the oil industry.

Outward portfolio investment 
The estimates of outward portfolio investment are 

based on the Bank of England’s survey, which includes 
United Kingdom portfolio transactions in overseas 
government and municipal loans and in the shares and 
debentures of overseas registered companies in so far 
as these securities are dealt in on the London Stock 
Exchange or are United States and Canadian dollar 
securities quoted abroad. Adjustments based on balance 
of payments information compiled in other countries 
(‘partner-country' information) have to be made to 
cover types of securities falling outside the range of 
the Bank’s survey. Since Exchange Control regulations 
closely restrict portfolio investment in the non-sterling 
area, any capital outflow is normally confined to the 
rest of the sterling area.

Inward portfolio investment
For the period 1952/59 estimates of portfolio invest

ment from the sterling area in United Kingdom 
securities are based on ‘partner-country’ sources. As 
regards the non-sterling area, net inward investment 
during this period is likely to have been negligible. This 
deduction is based on the Exchange Control arrange
ments for repatriation and on the level of the security 
sterling rate. An individual non-sterling investor may 
only realise his investment either by selling direct to 
another non-sterling resident or by selling the blocked 
proceeds to another non-sterling resident who wishes 
to invest in the United Kingdom. The pool of sterling 
through which these transactions flow is known as 
security sterling. As the security sterling rate for most 
of the period in question stood at a discount on the 
official market rate, inward portfolio investment will 
tend to have taken place through this pool, so that only
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a negligible amount o f net inward investment in the 
United Kingdom is likely to have occurred.

Since about the middle o f 1960, however, the rate 
for security sterling has, except for brief periods, been 
close to parity with the official rate. The advantage in 
making purchases through security sterling therefore 
disappeared and much new portfolio investment must 
have taken place through the official market. For the 
two years 1960 and 1961 new sources o f information 
have been used to take account of the change in 
circumstances. The Board of Trade have conducted an 
inquiry directed to companies to ascertain the change 
in the holdings in such companies by non-residents. At

the same time, an inquiry has been conducted to measure 
changes in holdings o f Government securities by private 
non-residents. Changes in holdings o f Government 
stock by overseas banks and official bodies are already 
included in ‘monetary movements’ as increases or 
decreases o f sterling liabilities.

1 '•

Other investment
Estimates are based mainly on exchange control 

records for non-sterling transactions and on ‘partner- 
country’ sources for the sterling area.

Central Statistical Office
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Exiracied from Economic Trends, No. 109, November 1962.

The incidence of taxes and social service benefits on different
groups of households

I IN T R O D U C T IO N

This article presents for the first time an analysis 
which compares taxes paid and benefits received by 
different types of household at different income levels, 
and covers both direct and indirect taxes and a wide 
range of benefits both in cash and kind. The analysis is 
based primarily on the results of the Family Expenditure 
Survey for the two years 1957 and 1959. In this Survey(0 
which has been held each year since 1957, the Ministry 
of Labour has been collecting from a sample o f some 
3,000 households a year full details o f their expenditure 
in two consecutive weeks, the information being 
used primarily to revise the weights of the Retail Price 
Index. Households co-operating in the Survey are 
asked also to provide full details o f their income, the 
amounts they pay in income tax and the benefits they 
obtain from various social services. From the detailed 
information about expenditure it is possible to work 
out the approximate amounts which each household 
pays in indirect taxes levied directly on consumer 
goods and services .or received from subsidies on 
consumer goods.

Reasonable caution is reqyired in the interpretation 
of the results, especially for particular groups o f house
holds. First, the estimates as shown here take no 
account of the advantages which the whole population 
derives from government expenditure on administra
tion, defence, police, roads, public buildings, parks, 
and so on. Secondly, they do not allocate between 
households all taxes received by government, for 
example, those on companies, on imported raw materials 
or from death duties. Thirdly, for some benefits, such 
as those from the national health services, or the 
benefits which individual households derive from 
subsidies, precise information is not directly available, 
so these benefits have been allocated on fairly arbitrary 
assumptions. Fourthly, since the information is ob
tained primarily from a sample survey the figures are 
subject to sampling errors: for this reason, results are 
not shown for household groups in particular income 
ranges where the sample contains fewer than ten 
households.

Main terms used in the analysis 
The accompanying tables show the average taxes 

paid and benefits received per household. Taxes and 
benefits have been grouped under four main headings: 
direct taxes, direct benefits, indirect benefits and 
indirect taxes. The definition of households, the com
position of each group of taxes and benefits and the

P )  A  description of the survey and the general results obtained 
in the first three years are contained in Family Expenditure 
Survey— Report for 1957-59. Com parable results for later 
years are given in the Family Expenditure Survey— Report for 
I960 and 1961.

90

terms used to describe income at different stages are 
listed below.

Households
Households are defined as in the Family Expenditure 

Survey and include all those living at the same address 
who are catered for by the same person. Households 
differ therefore both from families and from tax units 
for income tax purposes.

Direct taxes
income tax and surtax payments 
employers’ and employees’ contributions to national 

insurance and national health services

Direct benefits 
family allowances
national insurance benefits (pensions, sickness, un

employment, injury, maternity, death benefits, etc.) 
old age pensions 
national assistance grants 
national health service benefits 
cost to public authorities of ‘welfare’ foods (milk, 

school meals, etc.) 
state education
scholarships and grants from local or central govern

ment

Indirect benefits
food subsidies benefiting consumers 
housing subsidies

Indirect taxes on consumers' expenditure 
local rates on dwellings
customs and excise duties (taxes on beer, wines and 

spirits, tobacco, oil, entertainment and betting, 
purchase tax, etc.) 

motor vehicle licences 
stamp duties

Original income
total income, including income in kind, before 

receipt of any direct or indirect benefits and 
before payment of any direct or indirect taxes

It is worth noting that original income, as here 
defined, differs from the amount of income which is 
liable to income tax since it excludes pensions, family 
allowances and other benefits and grants from public 
authorities, some of which are liable to tax, and 
includes employers’ contributions to national insurance 
and national health services. Thus the original income 
of an old age pensioner may be very small. The defini
tion of income used in classifying the Family Expendi
ture Survey results also differs from original income as 
used in this article because it excludes income in kind.
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includes national insurance benefits, etc., and does not 
include estimates of the normal income o f persons who 
are unemployed, sick, etc. (See Section III below.)

Income after direct taxes and benefits
total income after receipt of all direct benefits and 

after payment of all direct taxes

Income after all raxes and benefits
total income after receipt o f all direct and indirect 

benefits and after payment of all direct and in
direct taxes.

annual income below £195 or above £1,950. The 
income ranges used in all the tables are such that the 
income at the top end o f each range is one-third greater 
than at the bottom end except that an extra division is 
inserted in the middle ranges. This logarithmic scale 
has been used because for some purposes it is more 
convenient to study the effect o f proportionate rather 
than absolute changes in incomes.

Additional notes on definitions and general methods 
are given in Section III below.

RESULTS

The tables and charts relate in general to five main 
types of household. Other types o f household have 
been omitted either because the number in the sample 
for the various income ranges is small, or because the 
composition of the household is particularly hetero
geneous. Thus the households o f three adults, for 
which some figures are given in Tables 1 and 2 but 
which are excluded from the rest of the analysis, 
include married couples with a child over 16, married 
couples with an elderly dependent and three single 
adults. The circumstances of such households differ 
considerably.

It should be noted that the tables exclude the pen
sioner households which consist of one or two persons 
where at least three-quarters o f the income was obtained 
from old age pensions, national insurance and national 
assistance. Most of the income of such households 
consists of direct benefits. It should, however, be 
remembered that some single person households con
sisting of pensioners would be among the single person 
households and some married as well as single pen
sioners could belong to any of the other households 
shown in the tables.

The tables do not cover any households with an

Number o f  households
The numbers in the samples for the main types of 

households are given in Tables 1 and 2 but, with one 
exception, omit groups with fewer than ten households. 
The numbers in the various groups, allowing for sample 
variations, give some indication o f the relative impor
tance o f the groups in the total population. The numbers 
in many individual groups are fairly small and therefore 
conclusions for particular groups need to be drawn 
with care since a few untypical households may some
times substantially affect the totals.

Relationship between income after all taxes and benefits 
and original income

Income after all taxes and benefits and original 
income are shown in Tables 1 and 2. It can be seen 
that the effect of taxes and benefits in total was a 
considerable increase in incomes in the lower ranges 
and a considerable reduction in some of the higher 
ranges.

Income after all taxes and benefits, which is larger 
than original income in the lower ranges, becomes 
a progressively smaller proportion o f original income 
in the higher income ranges. Within each income 
range the larger the household the more favourable 
the balance between benefits and taxes (Table A).

Chart 1 shows the relationship between income after 
all taxes and benefits and original income. The diagonal 
line (the ‘break-even’ line) connects the points at which 
income before taxes and benefits is equal to income 
after taxes and benefits. Where the plotted point for 
any given type of household is above the break-even 
line the group received more in benefits than it paid in

TABLE A
Incom e after all taxes and benefits as a proportion of orig inal incom e

Percentages

1957
1 adult
2 adults
2 adults. I child 
2 adults, 2 children 
2 adults, 3 child^'en

1959
1 adult
2 adults 
2 adults.
2 adults,
2 adults,

1 child
2 children
3 children

Range of original income per year

£195-
£260

£260-
£346

£346-
£463

£463-
£616

£616-
£712

£712-
£822

£822-
£949

£949-
£1,097

£ 1.097- 
£1,266

£1.266-
£1.464

£1,464-
£1,950

77 75 76 71 70 70
83 84 83 84

100 99 92 92 90 84
110 109 104

78
81 80 76 77 76 72
89 84 85 81 82 79

100 101 98 93 82 88
111 104 105 102

91
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taxes. The point at which the plotted line for any given 
type o f household crosses the diagonal line represents 
the break-even point, that is, the level o f income at 
which average benefits received are roughly equal to 
average taxes paid.

Thus in 1957 the approximate break-even point was 
about £210 for one-adult households and about 
£390 for two-adult households. (Corresponding figures 
for 1959 were £280 for one-adult households and £450 
for two-adult households.) The break-even point for 
households with children is higher than for those 
without; it was around £460 in 1957 for a household 
of two adults and one child. (There were not sufficient 
households of two adults and one child in the lower 
ranges in 1959 to enable a break-even point to be cal
culated.) For households with two or three children 
the break-even points would be rather higher. However, 
for households o f two adults and two children the 
plotted line in both 1957 and 1959 was very near to 
the break-even line over a considerable range of 
income and therefore any calculated break-even point 
would be subject to substantial error as well as being 
imprecise and possibly misleading. For households 
of two adults and three children the plotted line is 
clearly above the break-even line until the relatively 
high income ranges, where the numbers in the sample 
become too small for a break-even point to be calculated 
with any accuracy.

course, account for not more than three-quarters of the 
household income). Direct benefits show a marked 
increase as the size of the household increases.

Direct benefits and direct taxes (but not the national 
insurance contribution component of direct taxes) 
clearly favour the lower income groups in the sense that 
direct benefits amount to a higher proportion of the 
lower incomes than of the higher incomes, and direct 
taxes form a lower proportion o f the lower incomes 
and a higher proportion of the higher incomes. Within 
income ranges the position of the larger households is 
more favourable than the smaller (Table B).

Direct benefits and taxes
Direct benefits and taxes are shown in Tables 3 and 

4 and Charts 2 and 3. It can be seen that the combined 
effect of direct benefits and direct taxes increases 
considerably the incomes of households with low 
original incomes, particularly the larger households. 
The absolute amount received in direct benefits is 
fairly constant for the various types of household 
groups, irrespective of income except for households 
of two adults, where direct benefits are larger in the 
lower income groups. The substantial direct benefits 
obtained in the lower income ranges by these house
holds are mainly pensions (these pensions must, of

Indirect benefits and taxes
Indirect benefits are relatively small but indirect 

taxes are substantial for all households at all income 
levels, see Tables 3 and 4 and Charts 2 and 3. Indirect 
benefits and taxes are related to expenditure and so, 
in Table C, they are related to income after direct 
taxes and benefits. It can be seen that for each type of 
household indirect taxes and benefits form a relatively 
stable proportion of income after direct taxes and 
benefits over a wide range of income, particularly in 
1959. Within income ranges there is much less variation 
between the proportion which indirect taxes and 
benefits bear to income after direct taxes and benefits 
than between the proportion which direct taxes and 
benefits bear to original income. There seems to be 
some relative advantage for the households with 
children.

Types o f indirect taxes
Tables 5 and 6 show the main indirect taxes as a 

proportion of income after direct taxes and benefits 
for the various household and income groups. The 
figures for individual taxes are more irregular than 
for total taxes owing to the variability between indivi
dual households in expenditure on heavily taxed items. 
This applies particularly to drink and tobacco which, 
•as explained below, include adjustments for under
statement of expenditure. The figures for an individual 
group may also be affected by a small number of large

In co m e  after d irect taxes and benefits as a p ro p o rtio n  o f o rig in a l incom e

TABLE  B Percentages
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1959

[adult
I child

“ 'Ichildrt

purchases
purchase
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êar

£949-
£1.097

£1,097-
£1,266

90
97

106
116

87
95
104

£1,266-
£1,464

£1.464-
£1.950

85

99

63

96

In d ire ct taxes less ind irect benefits as a p ro p o rtio n  o f in com e a fter d ire c t  taxes and  benefits

T A B LE  C
Percentages

1957
adult 
adults 
adults, 
adults. : 
adults.

child
children
children

• •

1959
1 adult
2 adults 
2 adults. I child
2 adults, 2 children 
2 adults. 3 children

Range of original income per year

£195-
£260

£260-
£346

£346
£463

purchases such as occur when moving house or on the 
purchase of cars or television sets.

A D D IT IO N A L  N O T E S  O N  D E F IN IT IO N S  A N D
G E N E R A L  M E T H O D S

It should be noted that there are different ways of 
reckoning taxes paid, benefits received and income of 
households, and there is bound to be some arbitrariness 
in whatever methods are adopted. For example, one of 
the 'main difficulties is to decide the most appropriate 
periods to which incomes, benefits and taxes should 
relate. As some benefits, such as sickness and un
employment benefits, may be received for short periods 
only, the number of households receiving them and the 
amount they receive will depend on the period chosen. 
Some types of income also are liable to fluctuate from 
one period to another.

Households
Households in the present analysis are as defined in 

the Family Expenditure Survey and include ail those 
living at the same address who are catered for by the 
same person. Members of the family who live away 
from home and members of the Forces and Merchant 
Navy stationed permanently away from home are not 
included, but children under sixteen at boarding school 
are included. People living in hostels, hotels or boarding 
houses are excluded. Households are not excluded if 
some, or all, members are not British subjects.

Direct taxes
The figures used for income tax were those provided 

by the households themselves, except that for those 
households where normal income was estimated (see 
below) the appropriate amounts of income tax had to 
be calculated separately.

Employers’ contributions to national insurance and 
national health services are, as in national income 
statistics, regarded as part of personal income; and 
both employers’ and employees’ contributions are 
regarded as direct taxes.

£463-
£616

£616-
£712

£712-
£822

£822-
£949

£949- 
£ 1.097

£ 1.097- 
£ 1.266

£1,266-
£1.464

£1.464-
£1.950

20
16 15 17 18 16 18 17 16
14 16 18 15 14 12
10 12 12 12 14 12 10 13
9 15 12 12 12

12 12 12
15 14 14 14 17 14 14 15
12 14 14 14 13 IS 14 11
10 10 12 10 10 12 16 11
10 10 10 12 13 II

93

Direct benefits
The benefits included for national insurance and old 

age pensions are the amounts received by each group 
during the survey periods. The amounts received of 
other national insurance benefits, such as sickness, 
unemployment and maternity benefits, vary considerably 
between individual households, especially for any short 
period. For example, only a small proportion o f most 
groups would be sick during the survey period. The 
amount included for these benefits in the present 
analysis is the amount actually received by any group 
on the assumption that on average this will give a 
reasonable measure of the benefit received.

Insufficient information is available from the surveys 
to estimate the extent to which particular households or 
individuals make use o f the various national health 
services. The present analysis uses some broad estimates 
provided by the Ministry of Health o f the differences 
in the extent to which the national health services as a 
whole are used by (i) children under sixteen, (ii) adults 
below retirement age (65 for men and 60 for women) 
and (iii) adults above retirement age. It is assumed that 
every person in each o f these three categories obtained 
a benefit equal to the estimated average cost per person 
in each category, net of charges to patients, of all 
health services used by people in private households.

In the present analysis the benefit o f state education 
has been allocated, according to the average cost per 
pupil, to all children of school age whether or not these 
children attended state schools. In 1959, but not in 1957, 
the information from the Family Expenditure Survey 
showed the number of children receiving each o f the 
following eight types of education: primary, secondary 
modern, secondary grammar, secondary technical, 
private school, technical college, university and all 
others. The benefit in 1959 was taken to be the estimated 
average expenditure per child by public authorities 
under each of these headings. The benefit available to 
each child at a private school was taken to be the 
average expenditure on children at all primary and 
secondary schools. In 1957, in the absence o f informa
tion about the different types of education which
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children were receiving, the benefit obtained by all 
children at school was assumed to be the same, that is, 
the average expenditure per child by public authorities 
on all state schools combined.

Indirect benefits {subsidies)
The subsidy paid on milk in 1957 has been allocated 

proportionately to expenditure on this item. In the 
present analysis no adjustment has been made to allow 
for other agricultural subsidies in 1957 or for any 
subsidies in 1959 since the effect of these subsidies is 
not, in general, to reduce the prices paid by the con
sumer.

In the present analysis housing subsidies have been 
allocated to households living in local authority dwell
ings on the assumption that each such household 
obtained a benefit equal to the average subsidy per 
dwelling. This was calculated by dividing the national 
total paid in housing subsidies by the total number of 
local authority dwellings.

Indirect taxes
Indirect taxes included in these estimates are those 

levied directly on consumer goods and services which 
the households purchased in the survey periods. It 
would be difficult, and no attempt has been made, to 
take account of indirect taxes which are levied on 
commodities which are used in production (such as 
rates on business premises, duties on petrol, oil and 
imported raw materials) and which affect in varying 
degrees the prices of a wide range of consumer goods. 
The amount of indirect tax was estimated by applying 
the estimated proportion of indirect tax in the retail 
price to the stated amount o f expenditure. These 
proportions were estimated for purchase tax by com
bining the known rates of tax with information gathered 
from a variety of sources about retail margins and the 
shares of different items in each heading of expenditure. 
The item code used for classifying expenditure separated, 
so far as necessary and practicable, any goods which 
had substantially different rates of indirect tax. Purchase 
tax on cars, since it affects the price of second-hand as 
well as new cars, has been spread over the net expendi
ture on new and second-hand cars.

Income
The questionnaires in the 1957 and 1959 Surveys 

yielded information about wages and salaries received, 
and income tax paid, in the previous week for those 
paid weekly or in the previous month for those paid 
monthly; similar details were provided for investment 
income received, and earned income o f the self- 
employed, in the previous twelve months. Figures on 
this basis, however, are not necessarily adequate

measures of normal income, for example, for a person 
who is temporarily out of work at the time of the Survey. 
In the present analysis the household of such a person 
is allocated to the income range appropriate after 
including his normal income estimated from such 
information as is available. Although no specific 
questions about normal earnings were included in the 
questionnaires used for the 1957 and 1959 Surveys, 
where a person was off work at the time of the Survey, 
information was in fact often obtained about his 
recent earnings while at work, and this information 
has been used in preparing the present estimates. For 
other households where a person was off work (26 
cases in 1957 and 46 in 1959) rough estimates of the 
normal level of income of the household were based 
on a careful scrutiny of all the information in the 
questionnaires (details of expenditure, duration of 
sickness, unemployment, etc.).

Other adjustments
Three other adjustments have been made to the 

information derived from the sample surveys. First, in 
all the recent surveys held in this country, the people 
co-operating have shown a tendency to record signi
ficantly different figures for expenditure on certain 
items in the first week and in the second. For the 
purpose of the present analysis figures for expenditure 
in the second week only have been used for all these 
items for which the Survey showed a significantly 
higher expenditure in the first than in the second week.

Secondly, adjustments have been made for a charac
teristic feature of all family expenditure surveys—the 
failure of people who co-operate to record their full 
expenditure on drink and tobacco. Comparisons 
between the known total yields from the duties on 
tobacco and the main classes of drink with the yields 
implied in the average figures of recorded expenditure 
show that, on the whole, people fail to record about 
half their expenditure on drink and about a quarter of 
their expenditure on tobacco. As there is no means of 
judging the extent of understatement by different 
households, the present estimates include proportionate 
corrections to every household’s recorded figures of 
expenditure under each of the four headings; beer, 
wine, spirits and all forms of tobacco.

Thirdly, adjustments have been made to allow for 
the fact that the response rate to the enquiries varies 
for different sub-groups of households. The figures of 
incomes, taxes and benefits given in the tables have 
been adjusted to allow for this differential response but, 
for convenience, the number of households shown in 
Tables 1 and 2 are the actual numbers responding to the
enquiries.
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CHART I Original income and income after all taxes
and benefits
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CHART 2 Taxes paid and benefits received by households
in different income ranges
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Average original income, income after direct taxes and benefits, and income after all taxes and benefits
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TABLE 3

Average benefits received and average taxes paid by different types of household
1957

Range of original income

I adult

Benefits:
• • • • •

• > > • <
direct ... 
indirect 

Taxes: 
direct:

national insurance contributions ... 
income tax and surtax 

indirect

« >

•  •  > > •

• > •

2 adults

4  • * t •

• »

Benefits: 
direct ... 
indirect 

Taxes: 
direct:

national insurance contributions .. . 
income tax and surtax 

indirect
4  •  4

2 adults. I child

• «  •

• • •

Benefits: 
direct ... 
indirect 

Taxes: 
direct:

national insurance contributions ... 
income tax and surtax 

indirect
•  •  •

2 adults, 2 children

• •
• «  •

Benefits:
direct . . . ... . . .  ...
indirect 

Taxes: 
direct:

national insurance contributions ... 
income tax and surtax 

indirect . . . . . .  . . .  ...

> •  •

2 adults, 3 children

4  • 4  •  •

4  • • • »

Benefits:
direct ..................
indirect 

Taxes; 
direct:

national insurance contributions ... 
income tax and surtax 

indirect

4  4

» •

£195-
£260

£260-
£346

£346-
£463

£463
£616

37-0 35 9 39 2 22-8
5 3 5-1 5-4 3-1

16-2 18-5 18-9 20-4
9 8 11-3 36 7 52-8

34 0 47-1 58 2 99 9

95-0 177-7 100 5 60-7
5-0 6-4 8-6 10-4

9 3 16-1 28 1 34 7
3-1 11 -0 12 0 26 0

74-2 78-8 82 2 98 5

106-0 91-5
13-4 13-5

32-0
t

33 4
2 8 10 0

59 7 96 6

155-5 147-3
18 8 17 7

32 9 33 6
5-7 2 2

68 3 84 8

198-7
22 5

34-8
1-6

88-1

(') This figure includes an unusually high amount for purchase tax on a car.

£61^
£712

34-8
49-5

103-5

35 9 
16 6 

120-7

142 7 
12 8

£712.
£822

38-1 
31 5 

l56-8(':

£822-
£949

158-2
15-4

236 9 
12-9

36 3 
49 2 

136-0

166-8 
17 6

36 0 
30-3 

131-0

218 6 
19 9

39 9 
15 4 

147 0

£949-
£1.097

36 9 
73-0 

150-8

238 4
15-5

£ per year

£1.097-
£1.266

45 I 
139-9 
189 4

38-0 
97 4 

147 6

£1.266- £1.464- 
£1.464 £1.950

42 5 
201-6 
199-0

40 I 
273-9 
218-0

36-6 
90 5 

158 5

148-5
18-0

156 6 
10-6

36-0 
125 7 
149-8
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income tax ■ 
indirect

2 adults

benefits: 
direct ••• 
indirect 

Taxes: 
direct: 

national iW 
income tax 

indirect

2 adulo. I child

BenefiQ: 
direct ... 
indirect 

Taxes: 
direct: 

nation̂  ins 
income ta 

indirect

2 adults, 2 childrei

benefits: 
direct ... 
indirect 

Taxes: 
direct: 

national insi 
income tax 

indirect

 ̂tdults, 3 children

Benefits:
îcea ... 

indirect 
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direa:
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. mcome tax: 
indirect
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TABLE 4

Average benefits received and average taxes paid by different
1959

types of household
£ per year

Range of original income

I adult

• • »• •

« •

Benefits: 
direct 
indirect 

Taxes: 
direct:

national insurance contributions ... 
income tax and surtax 

indirect

• « «

»>

• • • »«

2 adults

Benefits;
direct ... ... ... *■*
indirect ... ... ... ...

Taxes: 
direa:

national insurance contributions...
income tax and surtax ...............

indirect ... ... ... ...

• • •

2 adults, I child

•««

«• • • •

Benefits: 
direct 
indirect 

Taxes: 
direct:

national insurance contributions ..
income tax and surtax ..............

indirect ... ... ...

• »

2 adults, 2 children

» •

Benefits:
direct ...............
indirect 

Taxes: 
direct:

national insurance contributions . 
income tax and surtax 

indirea .....................................

• 4

2 adults, 3 children

• •

• *

Benefits: 
direct ... 
indirect 

Taxes: 
d i rect:

national insurance contributions ... 
income tax and surtax 

indirect ...............
• 4

• • •

£195- £260- £346- £463- £616- £712- £822- £949- £1,097- £1,266- £1.464-
£260 £346 £463 £616 £712 £822 £949 £ 1.097 £1,266 £1,464 £1.950

112-7 65-8 31-3 32-1 10-5 34-9
5-8 4-8 5-7 2-4 3 2

8-6 24-2 33-6 38-3 48-8 30-0
10-8 18 4 24-5 52-1 64-9 92-0
29 6 42-8 69-6 65-5 69 4 85-4

234 3 223 9 152-4 97-2 85-0 64-5 59 0 50-4 36-0 59-5 38-8
10 3 4 5 5-1 6-9 5-0 5-7 7 9 3-9 3 4 3 9 3 6

13-1 16-8 36-8 45-0 47-4 49-6 55-5 58-4 60-7 58-4 55-5
2-9 10 8 14-8 22 6 39 8 56-0 66 2 85-4 107-3 167-8 230-6

67-1 59-7 84-4 93 3 94-4 110-7 122-0 156-4 146-5 169-3 214-3

103-3 91-1 102-5 84-6 90-4 77-8 109-4 81 -3
6 3 9-2 6 9 7-4 6-2 5 3 6-6 9-6

49-4 51-0 50-2 52-3 52-7 56-3 48-2 53-1
7-0 17-1 26-0 46-9 61-4 84-0 123 9 218-0

80-2 102-0 117-0 132 9 130-6 167-2 186-6 170-6

167-5 158-6 166-4 188-9 189-9 179-3 149-4 176 0
14-0 14-1 (5-9 8-7 13-9 12-0 7 7 2-8

47-4 48-8 49-2 48 8 57-9 48-1 51 -8 59-1
5-7 3-0 12-4 30-0 4 M 67-6 120-2 147-1

83 9 91-3 119-3 105 6 127-7 157-5 226-9 175-2

211-5 217-6 237 6 227 8 283-4 272-1
7 9 15-1 17-6 13-5 14-0 7 1

50-5 46-7 49 2 47 6 47-3 50-3
1-3 0-5 4-3 15-1 31 9 50-5

76-0 99-8 118 9 141-8 168 2 153 8
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P?Û v
r‘V'c'-I

•i,

<s

A
♦ Ll

M

I

Average payments of indirect taxes as percentage of income after direct taxes and benefits

TABLE 5 Percentages

Local rates

k *1 adult
2 adults ...
2 adults. I child 
2 adults, 2 children 
2 adults. 3 children

• • •

Drink

1 adult
2 adults
2 adults. I child ... 
2 adults. 2 children 
2 adults, 3 children

Tobacco

1 adult
2 adults
2 adults. I child ... 
2 adults. 2 children 
2 adults. 3 children

Purchase tax

1 adult
2 adults ...
2 adults. 1 child ... 
2 adults. 2 children 
2 adults. 3 children

• >

Oil

1 adult
2 adults
2 adults. I child ... 
2 adults. 2 children 
2 adults, 3 children

Other indirect taxes

1 adult
2 adults ...
2 adults. I child ... 
2 adults, 2 children 
2 adults. 3 children

Total indirect taxes

1 adult
2 adults ...
2 adults. I child ... 
2 adults. 2 children 
2 adults. 3 children

• «

Range of original income per year

102

£195-
£260

£260-
£346

£346-
£463

£463-
£616

£616-
£712

£712-
£822

£822-
£949

£949-
£1.097

£ 1.097- 
£1.266

£1.266-
£1.464

£1.464-
£1.950

6-1 4-6 4 5 4 4
3-1 4 0 3 7 3-0 3 3 2-6 2-5 2 5 2 3 2 9 2 5

2 8 2 8 2-4 2-4 2 4 2 5 2 3
2 8 2-4 2 5 2-3 2-2 2 2 2 2 2-2 2-0

.
2-6 2-1 2-6 2 0 2 0

2-5 2-6 2-6 5-7
9 6 3-5 3 4 3 8 2-4 4 4 4-0 3 7 4 4 2 7 5-0

0-3 2-3 2-3 2-6 3-5 3 4 2 0
0-7 1-5 1-8 2-2 2 0 2-0 3 2 2 6 2-7

1 9 4-0 1 9 1-7 3 6

2-2 4 2 4-5 6 3
3 6 6 0 6 2 6-3 6-0 7 1 5 3 5 4 5-4 4 2 3 9

5 0 6 8 6 3 6-7 5-4 3-9 4 8
5-9 5-6 5 6 4-9 4 8 5 5 3-7 1-9 2 7

4 7 5-0 5-0 4 7 4-0

1-3 1-6 1-3 1 5
0'6 1 0 1-6 i-8 1-8 1-2 3 2 2 0 3 4 3 9 15

1-5 1-9 4 2 5 6 1 8 2-9 1 5
I I 1-4 1 4 1 7 1-8 2 9 1 9 1 -9 3 2

1 • 1 2 9 13 1 7 1-5

0-5 0-4 0-3 0-7
0-4 0-8 0 9 0 9 0 7 l- l 1 0 l- l 2 7 1 9 1-7

0 9 0-6 0-6 0 9 0 7 1 0 7 9
0-5 0-5 0-8 1-0 0 8 1 2 0 7 12 1 -1

0 4 0-3 1 -1 2 2 0 3

1 4 1-7 1 4 2-2
1 0 1-6 t-7 2-1 1 9 2-1 2 5 1 -9 17 1 -6 1-5

1 8 19 2-1 1 -8 1 8 1-8 1 8
1 8 1-5 1-7 1 -8 1-7 1 8 1-4 1 1 1 -1

1 -6 1-6 1 4 1 -6 1 5

14 0 IS -1 14-6 20-8
18-3 16 9 17 5 17-9 16-1 18-5 18-5 16 6 18 5 17 2 16-1

12 3 16 3 17 9 20 0 )’5-6 15-5 13-3
12-8 12 9 13-8 13 9 13-3 15-6 13-1 10-9 13 5

12 3 15-9 13-3 13 9 12 9

CO

CVi

Loc»I rat**

1 adult -

2 adults. 3

Tobacco

1 adult '**

lldults. I child
2  adults. 2 child 
2 adults. 3 child

Purchase tax

1 adult ...
2 adults ...
2 adults. I child 
2 adulo. 2 child 
2 adults. 3 child

Oil

1 adult ... 
2adulu ...
2 adults. I child 
2 adulo. 2 child 
2 adulo. 3 child

Other indirea cix

1 adult I *«
2 adults
2 »dulQ. 1 child 
J »dulo, 2 child,

*̂dulo.3child,

"^oQl indirea twe

.̂ 7
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3-2 2-6 2-7

5-4 
3 9

S-4
4-8

4-2 3 9

5-5 
4 0

3 7 1-9 2-7

2-0 3-4 3-9 1-5
2-9 IS
2-9 1-9 1-9 3-2
l-S

I I 2-7 19 1-7
1-0 7 9

1-2 I'l12 0 7
0 3

9
16 IS

16 5 17 2 16-1

13 3 
13-1

10-9 135

Average payments of indirect taxes as percentage of incom e after d irect taxes and benefits

TABLE 6 Percentages

Range of original income per year

£I9S-
£260

Local rates

> • •

1 adult
2 adults 
2 adults. I child ... 
2 adults. 2 children 
2 adults. 3 children

»• <
• «

• •

Drink

1 adult
2 adults ...
2 adults, I child 
2 adults. 2 children 
2 adults. 3 children

• •

Tobacco

1 adult
2 adults
2 adults. I child ... 
2 adults, 2 children 
2 adults, 3 children

• • •

Purchase tax

• •1 adult
2 adults ...............
2 adults. I child ... 
2 adults. 2 children 
2 adults, 3 children

1 adult ...............
2 adults ...............
2 adults. I child ... 
2 adults. 2 children 
2 adults. 3 children

Other indirect taxes

1 adult
2 adults ...
2 adults. I child 
2 adults, 2 children 
2 adults, 3 children

• • •  •

Total indirect taxes

1 adult ...............
2 adults ...............
2 adults, I child ... 
2 adults, 2 children 
2 adults. 3 children • • •
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£260-
£346

£346-
£463

£463-
£616

£616-
£712

£712-
£822

£822-
£949

£949- 
£ 1.097

£1.097-
£1.266

£1.266-
£1,464

£1.464-
£1.950

5-6 5-6 3-0 3-1 4-0
4-1 3-5 3-0 3-2 2 9 2-7 2 4 2-6 2-4 2-5

2-3 2-6 2-7 2 6 2-3 2-5 2-1 2 0
2-7 2-7 2-6 2-3 2-2 2 0 2-5 2-2
1-6 2-4 2-3 1-8 2-0 2 4

1-3 3-9 3 8 1-3 2-7
1 -1 2-6 3 0 t-8 2-1 2-4 3-5 1 -4 1 -7 3-2

1-4 1 -7 1-6 1 8 1 8 1 9 2 0 2-0
1 5 1-4 1-3 1-4 1-4 1 4 0-9 1 -5
1-6 1 -0 1 -7 1-8 2 6 0-9

4 1 4-8 3 3 5-5 2-8
3-8 6 3 6-7 5 6 6 0 5-7 5-4 4-4 4-7 4-5

6-2 6-2 6-1 5 8 4-7 4-7 4-5 2 6
4-9 4-5 4-5 3-7 4-5 4 7 5-5 3-2
5 0 5 4 4-4 4-5 3-9 3- 1

0-8 1 5 0-8 M 0 6
0 8 1 4 1 -1 1 2 1 3 1 7 2 8 2 8 2 4 1-9

1 -3 1 9 1-9 2-8 1 -7 3-1 3-8 2-7
1-2 1-2 2-9 1 4 1 4 2 4 5 5 1 8
0-1 1 -3 1 8 3-1 3 1 2 5

0 3 0 6 0-7 0-5 1 -5
0-7 l- l 0-9 0-8 1 -1 0-8 1 2 1-3 1 -4 0-9

0-6 0 7 0 9 0-9 l- l 1-6 0 9 1 0
0-6 0-5 0 8 0-6 0 9 1-0 1 -2 0 9
0 3 0 8 0-7 0-7 0-8 0-9

1 -1 1 8 1 -9 1 -0 1 -1
15 1 6 1 -7 1-6 17 1 6 1 -6 15 1 4 2-5

1 -6 1-8 1-6 1 5 1 -6 1-5 1 2 1 -3
1-7 1 -5 1-5 13 1 -1 1-5 1 -3 1 - 1
1 -6 1 2 1-5 1 5 (-2 1 6

13-2 18 2 13-5 12 5 12 7
120 16 5 16 4 14 2 15-1 14-9 16-9 14-0 14 0 15-5

13-4 14 9 14-8 15 4 13-2 15-3 14 5 11-6
12-6 118 13 6 10 7 115 13-0 16 9 10-7
1 1 -0 12-1 12-4 13-4 13-6 11-4
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Extracted from Economic Trends  ̂ No. 124, February 1964.

The incidence of taxes and social service benefits in 1961 and 1962

I INTRODUCTION

Estimates of the amounts paid in direct and indirect 
taxes and of the amounts of social service benefits 
received by households classified by type and by level 
of income were published for the first time in the 
November 1962 issue of Economic Trends, for the two 
years 1957 and 1959. Corresponding estimates are now 
available for 1961 and 1962.

The estimates are based on a detailed analysis of the 
results of the Ministry of Labour’s Family Expenditure 
Surveys which have been carried out each year since 
1957..C) These surveys, which cover some 3,000 house
holds a year./were primarily designed to provide

listiup-to-date statistics of expenditure needed to revise 
the weights of the Index of Retail Prices once a year, 
but were also designed to provide the information 
needed for an analysis of taxes and benefits. All 
households included in the surveys are asked to provide 
full details of their income, payments of income tax 
and surtax, and all benefits received from the state in 
cash and kind, e.g. family allowances, old age pensions, 
national insurance benefits and national assistance 
grants, state education, state scholarships. Every adult 
who co-operates in the survey keeps a full and detailed 
record of all the purchases he or she makes in two 
consecutive weeks and. for things that are not pur
chased regularly, provides information over longer 
periods; and in return receives a payment of £1. The 
details of expenditure are used to work out the amounts 
which each household pays in indirect taxes and, in 
1957, the amounts received in subsidies on milk{2). From 
information about the type of dwelling occupied, very 
rough estimates 'are also made of the benefits derived 
from housing subsidies.

Reasonable caution is necessary in interpreting the 
results of what is an elaborate analysis of a relatively 
small sample, especially where the results refer to a 
small number of households in a particular income 
range. For example, the estimated payments of purchase 
tax on motor cars, clothing and other durable goods 
depend on the purchases that households included in 
the sample happened to make in a particular period-
three months in the case of goods acquired on hire 
purchase, a fortnight in the case of other goods. 
Since many households fail to record much of their

expenditure on alcoholic drink and tobacco, rough 
corrections have been made by increasing the recorded 
figures of expenditure of all households in the same 
proportion, so as to make average expenditure consis
tent with the total yield of duties on alcohol and 
tobacco (on the average, households fail to record about 
50 per cent, of their expenditure on alcoholic drink and 
about 25 per cent, of their expenditure on tobacco). The 
estimates of some types of benefit are very rough. For 
example, detailed information concerning the extent to 
which different households make use of the various 
national health services was not collected. The estimated 
benefits merely take account of the orders of magnitude 
of the differences in the extent to which the national 
health, services as a whole are used by (i) children, (ii) 
adults below retirement age, and (iii) adults above retire
ment age (65 for men and 60 for women). Housing 
subsidies are assumed to be divided equally between all 
local authority dwellings. The benefit of state education 
is taken to be the estimated average expenditure per 
child by public authorities under each of the following 
six headings: special, primary, secondary modern, 
other secondary and direct grant schools; and uni
versities. Children attending private schools are allotted 
a benefit equal to the average cost per child of 
either state primary or all state secondary schools. 
The fact that every child has a right to free education 
at the appropriate level is itself considered to be a 
benefit.

Indirect taxes on intermediate products, i.e. those 
used by industries, were not included in the estimates 
published for 1957 and 1959. On the basis of rough 
estimates of their allocation between different consumer 
goods and services, most of the indirect taxes on 
intermediate products (rates on business premises, 
duties on oil and on motor vehicles used for business 
purposes, and stamp duties) have been included in the 
present estimates for 1961 and 1962. Some improve
ments have also been introduced in the detailed methods 
used in each year’s estimates.

The estimates do not include the benefits derived 
from government expenditure on administration, de
fence. police, public buildings and parks, and so on. 
They also exclude taxes on capital (e.g. death duties) 
and direct taxes not levied on the personal incomes of 
private individuals.

(*) For a description of these surveys and the general results, see family Expenditure Survey—Report for I9S7-59, Report for I960 and 1961,
and Report for 1962, published for the Ministry of Labour by H.M .S.O. ■ ■ i.

(*) In general consumers are not considered to benefit from food subsidies intended to keep prices down to the same level as the prices 
of imported food. The original income of farmers includes any subsidies which they receive.
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II DEFINITIONS

Estimates were made of the average taxes paid, the 
average benefits received, the average original income 
and the average income after taxes and benefits of 
households classified by the numbers of adults and of 
children, and by ranges of income, marked off by 
equal intervals on a logarithmic scale. Taxes and 
benefits are grouped under five main headings, as 
shown below.

Households
A household, defined as in the Family Expenditure 

Surveys, comprises people living at the same address 
and catered for by the same person, including children 
at boarding school. Age 16 is taken as the dividing line 
between adults and children. People living in hotels, 
boarding houses, etc., are excluded from the surveys.

Direct taxes
income tax and surtax payments 
employers' and employees' contributions to national 

insurance and national health services

Direct benefits 
family allowances
national insurance benefits (pensions: sickness, un

employment. injury, maternity, death benefits, etc.) 
non-contributory old age pensions 
national assistance grants 
national health services 
school meals, milk and other ‘welfare' foods 
state education including school health services 
scholarships and education grants from local or 

central government

Original income differs from the amount of income 
which is liable to income tax since it excludes pensions, 
family allowances and other benefits and grants from 
public authorities, and includes employers' contribu
tions to national insurance and national health services. 
Thus the original income of an old age pensioner may 
be very small. Households consisting of one or two 
pensioners, so defined if more than three-quarters of 
their income is derived from old age pensions, national 
insurance and national assistance, are omitted from 
the present results.

Original income also differs from the definition of 
gross income used in the published reports of the 
Family Expenditure Surveys which includes national 
insurance benefits, etc., and excludes income in kind 
and employers' contributions to national insurance and 
national health services. In 1957 and 1959, people 
who were sick or unemployed at the time of the survey 
were classified in the published reports by their current 
weekly income. For all years, the present estimates 
make use of any information which it was possible to 
obtain about their normal income.

Indirect taxes on intermediate products are shown 
separately so that comparisons can be made between 
the results for 1961 and 1962 and those for 1957 and 
1959, published in Economic Trends, November 1962.

I l l  RESULTS

Indirect benefits 
housing subsidies

Indirect taxes on final consumer goods and services 
local rates on dwellings
customs and excise duties on beer, wines and spirits, 

tobacco, oil, entertainment, betting, etc. 
purchase taxF) 
motor vehicle licences 
stamp duties

Indirect taxes on intermediate products 
rates on business premises 
duties on business vehicles 
duties on oil used by businesses 
stamp duties paid by businesses

Original income
is the sum of the incomes, including income in kind, 
of all members of the same household, including all 
direct taxes listed above and excluding all direct 
benefits listed above.

Results are shown in the accompanying tables and 
charts for each of five main types of household. Results 
are not in general shown for households containing 
more than two adults, or two adults and more than 
three children, either because the numbers in the 
sample, when subdivided by income ranges, are too 
small, or because the households are too heterogeneous. 
For example, households containing three adults, for 
which some figures are shown in Tables 1 and 2, would 
include married couples with a child over 16, married 
couples with a single man or woman, possibly an elderly 
dependant, and three single persons. Results are not 
quoted for families with an income of less than £216 
a year which include a good many pensioners, or for 
income ranges containing fewer than ten households.

The results must be read in conjunction with the 
numbers of households of each type in each income 
range, shown in Tables 1 and 2. Figures which refer 
to relatively small numbers of households are not 
particularly significant and even those referring to 
larger numbers may be considerably influenced by one 
or two untypical households. For example, one house
hold may contain a member who has a state scholarship; 
another may have spent a substantial sum as purchase 
tax on an item such as a car, a refrigerator or a suite of 
furniture in the particular weeks of the survey. The 
results should rather be looked at in the broad, as 
providing a general picture of the incidence of taxes

(*) Purchase tax on cars is spread proportionately over net expenditure on new cars and expenditure on second-hand cars.
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TABLE A
Incom e a fte r a ll taxes and benefits as a p roportion  of o rig ina l incom e

Percentages

1961
1 adult
2 adults . .
2 adults. I child
2 adults. 2 children 
2 adults, 3 children

1962
1 adult
2 adults
2 adults. I child 
2 adults, 2 children 
2 adults. 3 children

Range of original income per year

£216- £260- £315-

108
138

£382- £460- £559- £676- £816- £988- £1.196- £ 1.448- £1.752-

71

86

£2.122-

75

67

£2.566-
£3.104

66

65

and benefits on households of different sizes and at 
varying income levels.

The income ranges, extending from £216 to £3,104 
per annum, are such that the top end of each range is 
21 per cent, higher than the lower end, as this happened 
to give a convenient total number of income ranges for 
the type of electronic computer which was used to 
produce the tabulations. Different income ranges were 
used in tabulating the results for 1957 and 1959 on 
another make of computer, but comparisons are in 
any case affected by the general rise in incomes.

Tables 1 and 2 show the average income per house
hold after direct taxes and benefits and after all taxes 
and benefits, and the average original income, of house
holds in each income range. The same figures are 
shown in the form of percentages of original income in 
Tables A and B. The estimates for each main group of 
taxes and benefits are shown in Tables 3 and 4 and, 
graphically, in Charts 3 and 4.

The net effect of all taxes and benefits, shown in 
Table A, is a considerable increase in incomes in the 
lower income ranges and a considerable reduction in the 
higher income ranges. For families of any given size, 
income after all taxes and benefits as a proportion of

original income shows a progressive reduction as income 
rises; while, within each income range, the net balance 
of all taxes and benefits becomes progressively more 
favourable as the size of family increases.

Table B shows the net effect of direct taxes and 
benefits. The figures here are generally higher than 
those in Table A; but the relative incidence of direct 
taxes and benefits on families at different income levels, 
and also on families of different size, is very similar to 
the relative incidence of all taxes and benefits. This 
conclusion emerges more clearly from the figures in 
Table C which shows the incidence of indirect taxes less 
subsidies. Indirect taxes and subsidies are related to 
expenditure and so are shown as a proportion of 
spendable income, i.e. income after direct taxes and 
benefits. The general run of the figures shows that net 
indirect taxes form a surprisingly stable proportion of 
spendable income, both at different income levels and 
for families of different size. As can be seen from Charts 
3 and 4, the benefits of subsidies, which consist only of 
housing subsidies(i) are small relatively to indirect 
taxes. Tables 5 and 6 show the incidence of each of the 
main groups of indirect taxes.

The results are summarised in another form in

TABLE B
Incom e a fte r d ire c t taxes and benefits as a proportion  o f o rig ina l incom e

Percentages

1961
1 adult
2 adults
2 adults, I child 
2 adults. 2 children 
2 adults. 3 children

1962
1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults. 3 children

Range of original income per year

£216- £260- £315- £382-

109
149

£460- £559- £676- £816- £988- £1,196- £1,448- £1,752- £2.122-

87

£2,566-
£3,104

80

84

95

82 71

(') These are the only subsidies which are now considered to benefit consumers. See footnote (*) on page iii
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T o ta l in d ire c t  ta xe s  less in d ire c t  benefits  as a p ro p o rtio n  o f in co m e a fte r  d ire c t  ta xe s  and benefits
TA B LE  C

Percentages

1961
t adult 
2 adults 
2 adults.
2 adults.

1 child
2 children

2 adults. 3 children

1962
adult 
adults 
adults, 
adults, 
adults.

child
children
children

Range of original income per year

£216- £260- £315- £382- £460-

Charts 1 and 2 where average incomes after redistribu
tion through taxes and benefits are plotted against the 
average original income of households of each type in 
each income range. The diagonal line in these charts 
connects the points at which income after redistribution 
is equal to original income. Where the points for a 
given type of family cross the diagonal line at a more 
or less clearly defined point, this may be regarded as 
the approximate 'break-even' level of income for that 
type of family. But, for reasons already touched on, 
the points for any one type of family do not always 
lie on a clearly defined line, and in some cases they 
appear to lie on a line which is, for some distance, 
almost parallel to the break-even line. It is then very 
difficult to determine the break-even level of income.

It is important, again, to remember the numbers of 
households represented by each point on these charts. 
A single household having an unusually large benefit, 
or a large item of expenditure attracting purchase tax 
in the period of the survey, may completely dominate 
the average amount of benefit or tax of a particular 
group of families. It is also worth remembering that, 
of households consisting of one or two adults, a fair 
proportion in the lowest income ranges are retired 
people receiving substantial amounts of pension, and 
possibly having a different pattern of expenditure from 
that of other households. These cases have been 
discounted in estimating the break-even levels of income 
mentioned below.

The foregoing qualifications need to be kept very 
much in mind when considering the following extremely 
rough estimates of the break-even levels of income for 
some of the main types of family, i.e. the level of income 
at which total direct and indirect taxes are about 
equal to total direct and indirect benefits. Households 
consisting of one adult appeared to break even at 
about £320 in 1962 and at about £310 in 1961; or, 
excluding indirect taxes on intermediate products, at 
about £340 in 1962 and £320 in 1961, compared with 
something like £250 in 1959 and £210 in 1957. House
holds consisting of two adults and no children appeared 
to break even at about £500 in 1962 and £460 in 1961;

£559- £676- £816- £988-

M

£ U 9 6 - £1.448- £1.752-

16

10

14

18

£2.566-
£3.104

10

or. excluding indirect taxes on intermediate products, at 
about £540 in 1962 and £500 in 1961, compared with 
something like £450 in 1959 and £380 in 1957. For 
households containing two adults and one child, the 
break-even levels of income are more difficult to 
discern, but they were possibly about £520 in 1962 
and £480 in 1961; or, excluding indirect taxes on 
intermediate products, possibly about £560 in 1962, 
£520 in 1961, £470 in 1959 and £460 in 1957. It is not 
really possible to make corresponding estimates for 
other types of family. (The estimates previously pub
lished for 1957 and 1959 have been slightly amended.)

IV NOTES ON METHODS

The results of this analysis depend to some extent 
on the methods used in estimating the values, for 
example, of benefits received in kind (education, health 
services); or in deciding on the length of the period 
to be covered by the information obtained from each 
household about benefits and incomes; or in estimat
ing the normal incomes of people who happen to be 
off work at the time of the survey. The estimates of 
payments in purchase tax depend, similarly, on the 
length of the period for which details of expenditure 
are collected. There is bound to be a certain amount 
of arbitrariness in whatever methods are used. Three 
points deserve mention here.

(i) In the Family Expenditure Surveys full details of 
all expenditure are collected for two consecutive 
weeks. Where the recorded figures of expenditure 
on a particular item were found, from statistical 
tests, to be significantly higher in the first week 
than in the second, only the figures of the 
second week were used in this analy,sis.

(ii) Of the total number of households included in 
the initial sample, 72 per cent, in 1961 and 
74 per cent, in 1962, agreed to co-operate in 
providing all the information which was re
quested. There were substantial variations be
tween different groups of households in the 
proportions that were willing to co-operate fully.
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APPENDIX
Average incomes before and after

1961
and benefits

T A B L E  I

t adult

Number of households

• • •Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

2 adults

Number of housebo/ds • •

> •Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits

Range of original income

2 adults. I child

Number of househo/ds

• •
• •

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits

• >

2 adults. 2 children

Number of households

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ... •«

2 adults. 3 children

Number of househo/ds

• •Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

3 adults

Number of househo/ds

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

Note: The numbers of households are those in the original sample.

108
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t  per year

216- £260- £315- £382- £460- £559- £676-

10 12 22 29 43 33 26

231 288 344 419 507 616 736
343 327 400 414 499 583 637

333 305 359 357 447 498 560
325 297 346 345 431 480 544

16 19 31 30 50 102 lie

243 285 350 425 515 616 745
524 514 533 603 592 652 725

434 446 457 523 509 572 627
418 431 440 503 490 553 605

16 51 6f

516 624 744
581 654 752

492 573 652
472 551 629

16 40 58

536 629 749
610 747 853

511 661 734
491 640 705

II 30

608 725
782 982

699 875
678 849

10 17 24

507 603 724
786 733 865

662 599 749
636 573 721
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51 61

16 40 58
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Average incomes before and after taxes and benefits
1961

TA BLE I (continued)

I adult

Number of households 

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

2 adults

Number of households 

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

2 adults. I child

Number of households 

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

2 adults, 2 children

Number of households 

Original income
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes

on intermediate p ro d u c ts ................
Income after all taxes and benefits ...

2 adults. 3 children

Number of households ................

Original income .............................
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits

• > •

3 adults

Number of households ................

Original income .............................
Income after direct taxes and benefits 
Income after all taxes and benefits except indirect taxes 

on intermediate products ...
Income after all taxes and benefits ...

Note: The numbers of households are those in the original sample.

(/
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£ per year

Range of original income

£8)6- £988- £1,196- £1,448- £1.752- £2,122- £2,556-
£3,104

18 13

895 1.102
757 867

643 768
•

622 751

142 117 99 46 31 17 10

898 1,090 1.316 1,568 1.894 2,377 2.713
834 992 1,180 1.347 1.596 2,078 2,177

717 848 1,033 1.155 1,425 1,831 1,850
692 820 1,006 1.120 1,390 1,784 1,792

87 75 56 21 10

904 1.088 1.314 1,575 1,933
898 1.046 1.264 1.415 1.717

789 908 1,082 1,259 1,512
764 878 1,050 1.220 1,470

72 78 48 23 11

900 1.074 1.288 1.570 1,900
970 U 0 8 1,351 1,541 1,859

841 967 1,163 1,399 1,703
814 935 1,129 1.360 1,664

35 28 16

897 1.075 1.329
1,094 1,279 1,434

960 1.162 1,282
931 U 3 I 1,227

35 60 77 50 30 19

912 1.093 1,318 1,558 1,907 2,308
926 1.050 1,224 1,399 1,693 1,985

802 897 1.045 1.174 1,431 1,746
770 866 I.OlO 1.130 1.388 1,704
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A ve rage  incom es before and after taxes and benefits

1962
TABLE 2

Note: The numbers of households are those in the original sample.

NO

• y •

£  per year

Range of original income

a  16- £260- £315- £382- £460- £559- £676-

1 adult

Number of househo/ds 25 16 24 17 32 24 26

Original income 241 278 349 418 511 617 739
Income after direct taxes and benefits 327 381 469 455 511 559 638
income after all taxes and benefits except indirect taxes

on intermediate products ... 300 349 394 382 434 492 553
Income after all taxes and benefits ,. 291 336 377 368 417 479 536

2 adults

Number of househo/ds 23 22 30 30 56 79 130

Original income 237 283 343 422 517 623 749
Income after direct taxes and benefits 523 544 556 627 638 649 745
Income after all taxes and benefits except indirect taxes

on intermediate products ... 430 479 490 525 567 551 643
Income after all taxes and benefits ... 409 463 473 503 546 531 620

2 adults. 1 child

Number of bouseho/ds ................................ i 1 40 56

Original income 510 622 758
Income after direct taxes and benefits 776 644 771
Income after all taxes and benefits except indirect taxes

on intermediate products . . 692 558 664
Income after all taxes and benefits ... 669 536 639

2 adults. 2 children

Number of households 32 64

Original income ... . . 621 757
Income after direct taxes and benefits 778 663
Income after all taxes and benefits except indirect taxes '

on intermediate products 689 768
Income after all taxes and benefits 664 736

2 adults. 3 children

N u m b e r  o f  h o u s e h o l d s 11 36

Original income 631 745
Income after direct taxes and benefits 875 935
Income after all taxes and benefits except indirect taxes

on intermediate products ... 772 837
Income after all taxes and benefits ... 745 811

1 adults

N u m b e r  o f  h o u s e h o l d s I I 15 22

Original income 525 623 739
Income after direct taxes and benefits 799 728 834
Income after all taxes and benefits except indirect taxes

on intermediate products ... 706 586 737
Income after all taxes and benefits ... 676 553 714

\ •
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129 8 
10 2

1120
197

1048 
20 9

3

( P«f mr

a?6.

103 6 
22 3

320 9 
16-3

Average benefits received and average taxes paid by different types of household

TABLE 3 (continuerf)

I adult

• •

Benefits: 
direa ...
Indirect 

Direct taxes;
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services ... 
on intermediate products ...

2 adults

• •

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

2 adults. I child

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income u x  and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

2 adults. 2 children

Benefits: 
direct ... 
indirect 

Direct taxes;
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

2 adults. 3 children

Benefits;
direct ........................................
indirect ............................

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

1961
£ per year

Range of original income

• • •

• •

£816- £988- £U 96- £1.448- £1.752- £2.122- £2.566-
£3.104

37 9 
1 7

12-8

36 8 
139 5

42 8 
204 9 •

ll^-^
2 1 0

98-9 
17 8

69 8 
6 0

55 3 
3 6

68 0 
2 0

47 1 
3 0

52 3 99 8 33 4

61 3 
73-2

65 5 
88 3

65 6 
138-5

67 8 
200 6

57 8 
293 1

50 5 
347 7

59 0 
510 2

122 6 
25-1

147 2 
27 4

148 3 
27 6

194 6 
35 1

170-2 
35 7

273 1 
21-5

327 6 
57 5-

103-2 
8 4

100 3 
8 5

n o  8 
6 2

102 5 
2 7

89 3

59 9 
48 9

64-3
77-9

62 9 
98 9

59 2 
202-7

55 7 
249 9

117-8
24-7

145 8 
30-1

187-4 
32 7

159 2 
39 4

205-5 
41 -4

161 -7 
12-1

166 9 
9 2

192 0 
8 1

175-8 
4 5

194 8 
12-0

59-7
32-5

62 8
70-3

56 6 
72-5

55 6 
149 5

47 7 
188 4

140-9 
26 8

150-1 
32 4

196 8 
33 3

146-3 
38 8

168 0 
38 1

277 0 
9 6

297 1 
14-4

232 2 
4-3

59-0
21-5

57 8 
34-7

52 5 
75-1

143 8 
28-1

131-6
30-8

155-9
55-1

113
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Average benefits received and average taxes paid by different types of household
1962

TABLE A

1 adult

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

« • •

• <

« <

2 adults

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services ... 
on intermediate products ...

> • •

2 adults, i child

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ... • • •

2 adults. 2 children

Benefits: 
direct ... ...
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

2 adults. 3 children

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

• 4

IM

C per year

Range of original income

£216- £260- £315- £382- £460- £559- £676-

110 3 
6 9

137 5 
5 9

172 1 
9 0

91 0 81-6
6-9

32 2 
8 3

18-9 
1 6

10 2 
14-8

10-3 
24 1

7 6 
44-3

24-7
29-1

30 8 
51 0

39 9
51-1

48-9 
71 • 1

33 7 
9 0

37 5 
13 8

84 4
17-3

73 8 
14 0

84 0 
16-8

74 8
13-1

86 5 
16 8

298 4 
4 8

285 6 
5 4

246 8
3-2

243-0
3 0

186-9
7-9

116-2 
6 4

108 6 
7-6

3 8 
7 9

4-9 
19 7

14-2
20-0

16 6 
21-0

36 6 
29 5

50-8 
39 2

56-2
56-4

98 4 
20 9

70-7 
16-1

69-3
17-0

i05-2
22-0

78-2 
21 1

104-5 
20 2

109 8 
22 4

324-4
19-9

98-4 
8 1

11 f -9 
4 9

38-7 
19 8

58 1 
18-7

63 1 
35-4

103-8 
22 8

93-7
22-4

112-5
24-7

209 8 
9 3

182-9 
9 2

50-6
2-0

60-6
16-1

98 6 
24-2

104 1 
• 31 6

299 8 
21-2

269-8
12-9

47-6
6-5

66-6
13-6

123 9 
26-8

110-4
25-7

n

t 4 l <

direct
indirect

on

2 adylts

8«nefio 
direct •• 
indirect 

Direct twes: 
national tuu' 
income tax v  

Indirect taxes: 
on final food;
on iniermedii

2 adults. I child

Benefits: 
direct . . 
indirect 

Direa taxes: 
national insui 
income tax ai 

Indirea taxes: 
on final |ood: 
on miermedi:

2 adults, 2 childr

2 adults, 3 childn



03-8
22-8

£559.

104 5 
20-2

209-8
9 3

I Per mr

109-8
22-4

104-1
316

Average benefits received and average taxes paid by different types of household
1962

TABLE 4 (contmued) ______________________________________________

Range of original income

I adult

Benefits; 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services .. 
on intermediate products ...

2 adults

• <

I • •

Benefits; 
direa ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services ... 
on intermediate products ...

2 adults. I child

Benefits: 
direct ... 
indirect 

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

• • •

2 adults. 2 children

Benefits:
direct ...............
indirect 

Direct taxes;
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

2 adults. 3 children

• • •

Benefits:
d i r e a ............................
indirect ...............

Direct taxes:
national insurance contributions 
income tax and surtax 

Indirect taxes:
on final goods and services... 
on intermediate products ...

£ per year

£816- £988- £1.196- £1.448- £1.752- £2.122- £2.566 
£3 |04

41 4 
5 8

44 0 
1 10 4

IS3-2 
23 8

62-1 
7 9

62-3 
6 6

50 3 
3 1

82 9 
1 -6

70 5 
1 1

35 0 
3 0

99 9
3 £

66 3 
65 3

74 2 
106 5

77-7
123-5

84 7
177-1

75 3 
304 3

81 2 
347 3

^  7
859 7

137 7 
25 4

161 4 
30 9

162 4 
31-4

167-6 
36 7

203 3 
47 6

284 3 
55 0

ISO 4 
48 5

109 5 
6 0

98 4 
10 1

92 1 
6 2

118 5 
14 1

67 1 
42 5

7 1 3  
70 0

72 6 
118 1

74-8
140-3

113-5 
25 5

1316  
29 8

174 5 
36 7

203 7 
41 9

167 4 
13-5

206 7 
11-8

197 5 
4-3

201 8 
3 6

206-2 
4 3

64 1 
28 3

65 9 
67 4

71-0 
85 7

69-3 
140 2

59-1 
250-2

125 7 
30 2

132 8 
32 1

136 8 
36 5

187 1 
40 3

147 1 
34 1

294 2 
17 0

314 3 
14 5

315 4
10 2

66 4
28 5

64 3 
33 2

69 5
70 5

137 0 
34 2

164 6 
35 1

140 4 
32 9
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Average paym ents of indirect taxes as percentage of incom e after direct taxes and benefits

1961
T A B L E  5 Percentages

Local rates
1 adult
2 adults
2 adults. I child 
2 adults. 2 children. 
2 adults. 3 children.

D r in k
1 adult
2 adults
2 adults. I child 
2 adults. 2 children... 
2 adults. 3 children...

£216-

Tobacco
1 adult
2 adults
2 adults. I child 
2 adults. 2 children. 
2 adults. 3 children.

Purchase tax
1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults. 3 children

O il
1 adult
2 adults
2 adults, I child 
2 adults. 2 children. 
2 adults. 3 children.

O th e r  indirect taxes on final products
1 adult
2 adults
2 adults. I child
2 adults. 2 ch i ldren.............
2 adults. 3 ch i ldren.............

Total indirect taxes on  final products
1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults. 3 children

Indirect taxes on intermediate 
products

1 adult
2 adults
2 adults. I child 
2 adults, 2 children.
2 adults. 3 children.

• • •

Total indirect taxes
1 adult
2 adults
2 adults. ) child 
2 adults. 2 children. 
2 adults. 3 children.

£260-

10 9 
17-8

£315-

13 8 
18 8

£382- £460-

116

nge of original incom

£559- £676- £816-

4 4 3-1 3 5
3 0 2 9 2 5
2 5 2 4 2 3
2 8 2-3 2 2
2 3 1 9 1-6

0 7 2 9 3 0
1 6 1 6 2 -4
1-5 1 9 1-3
0  8 1 4 2 0
1 5 1 3 1 6

4 8 3 6 3 2
5 6 5 4 5 4
6 -5 5-5 5 8
5 2 5 2 4 5
6 6 5 4 5-3

3 9 1 7 3 7
1 4 1 5 1 7
1 8 1 5 1 3
3 2 3 3 3 2
0 7 1 6 2-3

0  3 0 7 0  5
0 -6 1 0 1 -1
0 8 1 3 0 -9
0 -6 0 9 1 1
0  4 0 9 0 9

M 0 9 1 3
1-7 1 9 1-6
1 -6 1 9 1 6
1-5 1 6 1 5
1 -2 1 3 1 4

15 2 13-0 15-2
1 4 0 14-3 14 7
14 7 14 4 13 1
1 4 0 14 8 14-5
12-8 12-5 13-1

3 -2 2 -6 2 -8
3-0 3-1 3 -0
3-3 3 0 2-7
2 8 3-4 2-8
2-7 2-6 2-6

18-3 15-5 17 9
1 7 0 17-3 17 7
18 0 17 5 15-9
16 8 18-2 17 3
15-6 15-1 15-7

£988- £1.196-

K f

£1.448-

• I

£ 1.752- £2.122

2 I

£2.566
£3.104

3 '8

3 8

1 5 0

14-2 17-7

CO

.  I

6

0n"'‘ ,
I

J I
2
2idulaJ^‘“
2 adults-

Tobacco
1 adult -
2 adults -j 
2 adults. I c jilj 
2 jdults. 2 chi d
2 adults. 2

Purchase tar
1 adult
2 adults -• 
2 adults. I child
2 adults. 2 child 
2 adults, 3 child

Oil
1 adult
2 adults
2 adults. I child 
2 adults. 2 child 
2 adults. 3 child

Other indirea tu
1 adult
2adults ...
2 adults, [ child 
2 adults. 2 child 
2 adults. 3 child

Total iwJirea taxi
1 adult
2 adults
2 adults, I child 
2 adults. 2 child 
2 adults. 3 child

litdirea taxes 
products

1 adult
2 adults
2 adults, I child

1 adult
2 adultj

caxt

childi
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2-1
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19
1-9
0-6

10
2-2
1-9

3-2

43
27

2-4
37

3-4

2S 25

26 1 8 1-0
1-̂ 12
2 1 0-9

18 16 13
l'8 I'S
I I 0-8

1-4 1-4 1-0

1 -2 13
1-2 0-8

I4S 10-7 11:9

11 2 12-0

9 5 9-0

2-6 2-2 2-3

2-8 24t
2-5 2'1

17-f
14-0

12 9 
14-4
IM

142

12-0

0,546.

5

JS

3-8

38

l ' 2

13

ISO

2-6

\11

Average payments of indirect taxes as percentage of incom e after direct taxes and benefits

1962
T A B L E  6

• •

• • •

• •

Local rates
1 adult
2 adults
2 adults, I child 
2 adults. 2 children 
2 adults. 3 children

D r in k
1 adult
2 adults
2 adults. I child 
2 adults. 2 children. 
2  adults. 3 children.

Tobacco
1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults, 3 children

Purchase tax
1 adult
2 adults
2 adults. I child 
2 adults. 2 children...
2 adults. 3 children...

O il
1 adult
2 adults
2 adulu. I child 
2 adults, 2 children 
2 adults. 3 children.

O th e r  indirect taxes on final products
1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults. 3 children

Total indirect taxes on final products
1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults. 3 children

• • «

« •

• •

•  >«

• • •

• • •

• • •

• •

• «

£216-

10-3
ie-8

Indirect taxes on 
products

1 adult
2 adults
2 adults. I child 
2 adults. 2 children 
2 adults. 3 children

Total indirect taxes
1 adult
2 adults
2 adults. I child 
2  adults. 2 children 
2 adults, 3 children

intermediate

13-1 
. . .  1 22 8

• •

Percentages

Range of original income per year

£260- £315- £382- £460- £559- £676- £816- £988- £1.196- £1.448- £1.752- £2.122-

6 - 6 4 4 5 -6 4 7 3 5 4  4 4 -2
4 -2 3 8 3 8 3 0 3 2 3-1 3-1 2 6 2 3 2 3 2 -2 2 6

3 1 3 7 2 -5 2-5 2 5 2 2 2 4
2-3 2 3 2 3 2 3 2-5 2 5 2 -0
2 4 2 -4 2 -2 1 8 1 8

0 -5 6 2 1 2 2-3 3 0 1 0 7 0
0 -6 1 -4 2 4 1 2 2-5 2 -5 2 5 2 -4 1 9 1 9 3 4 5 7

0 -5 0 9 2 -2 1 -4 1 8 1 8 1 7
0 -8 1-0 1-8 1 -1 1 7 1-4 1 2
0 9 1 3 2 5 2 -2 1 0

1 -0 2 8 4 5 4  9 3 6 4 -6 4  4
3 7 4-1 6-1 4 -5 7 -0 5-5 6 -0 5 8 3 9 3-6 3 6 3-7

7 3 6 -2 5 4 4 -7 4 5 4 3 5 -9
5 5 4 -2 5-3 4-1 2 3 3 9 1 8
6 3 5-2 4 3 5 0 3 3

0 -5 1 6 2 -4 2-1 1 -2 1 4 1 -6
2-1 1 7 1 8 1 5 1-4 1 -3 2 -3 2 6 2 6 I -7 1 -4 1-5

1 -1 1-2 1-5 1 3 1 8 2 -6 2-1
1-8 2 0 1 -7 1-7 1-5 1 6 1 1
2-5 1-2 1 4 1 -4 1 -3

0 -2 1 S 1 -0 0  6 0 -5 0  9 0  9
0 -7 0-3 1 0 0 -7 0 -7 0 8 l - l 1-5 1 -9 1 3 ( -2 0 8

0  3 0  8 1 2 1 2 0 -8 1 6 0 -8
0 -7 1-0 0 -5 0 -9 0 9 1 1 1 0
0 -4 0 -5 0 -8 M 0 9

l - l 1 -6 1 -6 1 8 1 -6 1 3 1 6
1-7 1-2 1 -6 1 -3 1 -5 1 -5 1 6 1 -7 1 6 1 3 0 -9 1-0

l - l 1 -7 1 -7 1-6 1 3 1-6 1 -0
1 -5 1 -5 1-3 1-3 1 -2 1 4 1 -0
1 8 1 -2 1-3 1-3 1-2

9 -8 18 0 16-2 16-4 13-4 13-6 19-7
13-0 12-5 16-8 12-3 16-1 14-7 16-5 16-7 14 1 12 1 I2-.7 15-4

13-4 14-6 14-6 12-6 12-7 14 1 13 8
12-7 12-1 12 9 11-4 10-1 11-9 8 0
14-2 11-8 12-5 12 6 9 5

3-6 3 7 3-1 3 3 2-3 2 -6 3 1
3-0 3 1 3-5 3 3 3-1 3 0 3-0 3 2 2-7 2 6 3 -0 3 -0

2 -9 3-5 3 -2 2 8 2 -9 3 0 2-8
3 1 3 7 3-1 2-7 2-7 2-6 1 9
3-1 2-7 3-1 2 7 2 2

13 4 21-7 19-3 19-7 15-7 16-2 22 8
15-9 15 5 20-3 15-6 19-2 17-7 19 6 19 9 16 9 14-7 15-7 16-4

16 3 18-0 17 8 15-5 15-5 17 1 16 6
15-8 15 7 16-0 14-1 12-8 14-5 9 9
17-2 14-6 15-7 15-3 11-7

£2.566
£3.104

2 2

0 8

1 6

0 ' 6

I 0

7 -4

2 -4

M * '

f r

9 -8
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C H A R T  I

O rig in a l incom e and income after direct taxes and benefits

L  per year 

2,000

Break-even 
line

Type of household

• —  1 adult
X —  2 adults

• / o —  2 adults, 1 child
• • / □ —  2 adults, 2 children

+ —  2 adults, 3 children

O rig in a l income
2,750 3,000 

£ per year

10«>

C
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We
¥

A
0
E
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L p«r year 

1000
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C H A R T  2

liiL llo u se h o ld

1 adult
2 adults
2 adults. I child 
2 adults, 2 children 
2 adults, 3 children

1500 2.750 3.000
i  per yur

Original income and income after all taxes and benefits

119

i



W'

M

4 ‘ t

f i;

i‘.

il'-•»*

L .  V 'i

■i

r«4'<

i f, - ,^

**»!,w/T‘

CHART 3

paid and benefits received by households

in different income ranges

1961
B en efits  

300 200

T ---------------r -

4C«

2 □

3 Inc
I n d i r e c t  b e n e f i t s

'v/My/yy/y/y. D i r e c t  b e n e f i t s

D i r e c t  t a x e s

v ~ 7 - / y / y \  I n d i r e c t  t a x e s

wyyAyyyAy

\'yyyyŷ .

%yy»zyy

xf/yyyyyy

1 ^
\yyyy.

r

r

8
r
r

xŶ yyjyyyyyyyyyyyyyyyyyyyyyyyyyyyy, pa

ZZZ2Z
77771 

Z Z Z Z Z Z Z ]
zzzzzza 

T n n z r m

ZZ2ZZZZZ3

I a d u l t Di

EZZZZ3 Ini

I ̂ yzyyzyyyyyyyyyyyyyyxy9?y»y> y».

R anges  o f  o r ig in a l  in co m e

£ p e r y e a r

2 . . . 2 1 6 - 260

3 . . . 2 6 0 - 315

4 . . . 3 1 5 - 382

5 . . . 3 8 2 - 460

6 . . . 4 6 0 - 559

7 . . . 5 5 9 - 676

8 . . . 6 7 6 - 816

9 . . . 8 1 6 - 988

10 . . . 9 8 8 - 1,196

11 . . . 1 , 1 9 6 - 1,448

12 . . . 1 .448 - 1,752

13 . . . 1 , 7 5 2 - 2 ,122

14 . . . 2 , 1 2 2 - 2 .566

wYyyyxyyyyyyy/yyA

YA

%YAYyyy>

lYAYA

wyy//yy

r
r
r
r

EZZZZZZ2 
ZZZZZZZ2 

EZZZZZZZ 
EZZZZZZZ] 

ZZZZZZZ2Z21

Ranges of orig

2 adu lts

r 2

r
T7 7 - y y y y / y y y y x

yyyyyyyyAYX^.

y y y y y y y y y / y y y y / y y r A

\

8 myyyyACiyyyj
r

9 I ’^ /yyyyy/yyjy.

10 ryyyAYAyyjA

i i  I vyAYyyyyyA/A

yyy'AcyyyyxA

czzzzzza
czzzzzzzzi

IZZZZZZZ2Z]
zzzzzzzzzza

ZZ2ZZZZZ22ZZZ3

2 a d u lts ,  I ch i ld

y y / y / y y y y i y A i z y ' A

11

12

myyyyyyyyyyyyyyyj

mvyyyyyyyyyyyyyyyyyyyyyyy.

yyyyyyyyyyyyyyyyyyyyy/y/i

wyyyyyyyyyyyyyyyyyyyA

wyyyyyyyyyyyyyyyyyyyyy

wyyyyyyyyyyyyyyyyyyyyyyyyyy.

vyyyyyyyyyyyMyĵ zMŶ .

r
r

r 2 ad u lts ,  2 c h i ld re n

I

r

r

8
^ /y^ yy/yyzyyyyyyyyA yyyyyz/A

yyyyyyyMyyyyyyyyyyjyyyyyyyyyyyyyyyyyyyyyA

\Y yyyA Y yzw yyyyyA Y cy iyyyA > yyyyy j

Y Y ,
x'yyyyyyyyyyyyyyyyyyyyyyyyyyyyy.

r
r 2 adu lts ,  3 ch i ld re n
r
r

400 300 200

Benefits

100 200 400 500 700

£ per year
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conihuieil from page 107

In preparing the present estimates, the num
bers of households, classified by type and by 
the numbers of different types of income tax 
units in different income ranges belonging to 
them, were re-weighted so as to give distributions 
for each type of income tax unit agreeing 
with those shown by the Inland Revenue’s 
information for the whole population.

(iii) In cases where a household bought a motor 
vehicle outright in the two weeks for which a 
full record of expenditure is kept, the average 
payment of purchase tax reckoned over the

whole year would be very large (26 times the 
average payment in the two weeks) and would 
thus give a false impression when the number 
of households in one income range is never 
very large. In such cases, the payment of 
purchase tax on a motor vehicle was spread, 
proportionately to income after direct taxes 
and benefits, over all households in the same 
income range and in a sufficient number of 
income ranges on either side to make up at 
least 150 households.

Central Statistical Office
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Extracted from Economic Trends^ No. 110, December 1962.

Employment in the public and private sectors
of the United Kingdom economy, 1957 to 1961

This note gives an account of changes in employment 
in the public and private sectors of the United Kingdom 
economy between 1957 and 1961. An industrial analysis 
of employment is given for the years 1959 to 1961.

The starting point of the estimates is the mid-year 
manpower figures published by the Ministry of Labour 
and by the Ministry of Labour and National Insurance 
(Northern Ireland), and supplementary data have 
been obtained from reports published by most of the 
organisations listed in the Appendix.

Table 1 shows that roughly one-quarter of the 
working population was engaged in the public sector 
and three-quarters in the private sector throughout the 
period 1957 to 1961. Closer examination of the figures, 
however, reveals a small but persistent trend; although 
the total working population has increased over the 
period both the numbers and the proportions in the 
public sector have declined. The working population is 
here defined as the total number of persons in employ
ment in the United Kingdom and includes the members 
of Her Majesty's Forces and Women’s Services serving 
both at home and abroad. The reduction in the strength 
of the Forces is one of the chief factors in the decline in 
the size of the public sector.

Table 2 shows the distribution of employment by 
sector and by industry group for each of the three years 
1959 to 1961. A comparable industrial analysis of the 
figures for earlier years is not available owing to the 
introduction of the revised Standard Industrial C/assifi- 
cation after 1958.

Agriculture, forestry, fishing
Apart from the government’s interest in forestry, 

this group falls in the private sector. Employment 
declined by 5 per cent, between June 1959 and June 
1961.

Mining and quarrying
The chief employer in this industry is the National 

Coal Board which accounts for 90 per cent, of the 
employment. The remaining 10 per cent, is in the 
private sector.

Manufacturing
About 97 per cent, of the labour in manufacturing is 

employed by firms in the private sector. This large group 
of industries shows a 6 per cent, increase over the two 
year period.

Construction
About 92 per cent, of the labour is employed by firms

r .*

I .

■c-

r

in the private sector. Local authorities employ some 
6 per cent.

Public utilities
These comprise Orders XVIII and XIX in the 

Standard Industrial Classification, 1958 (Gas, electricity 
and water supply and Transport and communication). 
Over 70 per cent, of the employment in this group is in 
the public sector. In 1959 and 1960 the central govern
ment's share of this was largely accounted for by the 
Post Office. From 1 April 1961 the Post Office is 
classified as a public corporation in consequence of the 
financial independence given it under the Post Office 
Act, 1961; hence at June 1961, it is included with the 
gas and electricity authorities, the British Transport 
Commission and the two nationalised airways corpora
tions in ‘Other public undertakings’. The local govern
ment's share of this industry group comprises municipal 
transport, that part of water supply not in the hands of 
private companies, and certain docks and harbours.

Other services
These include the main central and local government 

services in public administration, education and health. 
The general medical, dental and private nursing services 
(Headings 847/3, 847/4 and 847/5 in the Standard 
Industrial Classification, 1958) however are in the 
private sector along with the distributive trades, in
surance, banking and finance, catering, sport, enter
tainment and other professional, business and personal 
services.

The definition of the sectors used in the tables is the 
same as that used in the Blue Book on National Income 
and Expenditure. The principal organisations in the 
public sector are shown in the Appendix. From this it 
will be seen that the central government sector includes 
not only the Armed Forces and the Civil Service but 
also the Regional Hospital Boards, the Atomic Energy 
Authority and the British Council. In the national 
accounts the degree of financial dependence is one of 
the major criteria used in classifying bodies either to the 
central government or to other public undertakings. 
Local government comprises all bodies covered by Part 
XI of the Local Government Act, 1933 and thus includes 
water boards and certain dock and harbour boards not 
trading for profit. Other public undertakings are defined 
as those where the Sovereign, Parliament or a minister 
appoints, directly or indirectly, the whole or the majority 
of the board of management, which are free to manage 
their own affairs without detailed control by Parliament,
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and which have a substantial degree of financial 
independence.

An account of the major changes in the volume of 
employment in the sectors between 1957 and 1961 is 
given below. It should be noted that there are some 
cases, for example the Post Office, where there has been 
a transfer between sectors. Such cases should be 
distinguished from movements which take place within 
each sector, since the two types of change are due to 
different sets of causes.

CEN TRAL GOVERNMENT

Her Majesty's Forces and Women s Services 
The decline in the strength of the Forces was con

tinuous, thus maintaining a trend which began in 1952. 
From 1957, the intake of National Servicemen was 
progressively reduced and was substantially terminated 
by the end of 1960, so that by the end of 1962 the 
Armed Forces will consist almost entirely of regular 
servicemen.

Civilian employment
The transfer of the Post Office to ‘Other public 

undertakings’ accounts for the decrease in civilian 
employment between 1960 and 1961. One of the chief 
movements within the sector was the decline throughout 
the period in the strength of the industrial staff employed 
by the Defence Departments. Detailed tables showing 
changes in the staffs of government departments are 
given each year in the Annual Abstract o f  Statistics.

Hospital Boards
Employment continues to expand in the Regional 

Hospital Boards of Great Britain and the Northern 
Ireland Hospitals Authority. After making allowance 
for duplication among the professional staffs it is 
estimated that employment has risen from about 520 
thousand in 1957 to about 570 thousand in 1961.

LOCAL GOVERNMENT

Local government service excluding police
Both the percentage of total employment and the 

number of persons employed by local government 
authorities continue to rise. The increase is principally 
due to the expansion of the social services, particularly 
health and education.

Police forces
The strength of the police forces including the 

Metropolitan police force has been rising at the rate of 
between 1-| and 2 per cent, per annum.

OTHER PUBLIC UNDERTAKINGS

Authorities falling under this heading are listed in the 
Appendix in the order in which they were created as 
public undertakings or were nationalised. In the follow
ing notes the larger authorities are discussed in order of 
size. The Post Office, which comes into the sector only 
in 1961, now replaces the Electricity Council and its

124

associated Boards as the third largest enterprise in the 
sector.

British Transport Commission 
This is the largest employer of labour in this sector. 

From the middle of 1957 to the middle of 1961 total 
employment fell by 90 thousand (II per cent.), British 
Railways accounting for 69 thousand and London 
Transport for 12 thousand of this fall. Since 1952 the 
number of persons employed has declined almost 
continuously in all the major activities of the Com
mission ; in the case of British Road Services most of the 
decline was attributable to the programme of partial 
denationalisation which took place between 1953 and 
1956, but in the other cases it was chiefly due to diminish
ing traffic.

National Coal Board
This is the second biggest undertaking in the sector. 

After a relatively stable level of employment from 1952 
to 1957, the fall in the consumption of coal in 1958 and 
1959 initiated a period of declining employment. The 
number of wage-earners on the colliery books fell from 
an average of 704 thousand in 1957 to an average of 
571 thousand in 1961, a decline of 19 per cent.

Electricity Authorities
These comprise the Electricity Council and its 

associated Boards, the third biggest enterprise in the 
sector, together with the two Scottish Boards and the 
Electricity Board for Northern Ireland. The labour 
force in this industry continues to expand, having 
increased from about 200 thousand in the middle of 1957 
to 213 thousand in the middle of 1961. Recent reports 
show that the expansion continues.

Gas Council and Area Gas Boards 
By various methods to increase efficiency it has been 

possible to reduce labour requirements in the publicly 
owned gas industry. Employment (which has been 
declining since 1952) fell from 136 thousand in June 
1957 to 122 thousand in June 1961.

Iron and steel {nationalised portion)
The Iron and Steel Holding and Realisation Agency 

was set up in 1953 to take over and dispose of the 
assets of the nationalised Iron and Steel Corporation of 
Great Britain. During the period covered by this note 
further disposals have been effected and only a small 
proportion of the original holdings remains for disposal. 
According to the Agency’s report for the period 
1 October 1960 to 30 September 1961, only about one- 
seventh of its inheritance remains in its hands at the 
latter date.

PRIVATE SECTOR

Apart from a fall in 1958, when industrial activity 
declined temporarily, the number of persons employed 
in the private sector continues to expand both numeri-
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cally and proportionately. Although the largest numeri
cal gains have been in manufacturing, construction and 
the distributive trades, the largest proportionate gain 
has been in the insurance, banking and finance group 
of industries in which employment has increased by 
12  ̂ per cent, over the four years. In all, the private 
sector absorbed the 450 thousand increase in the 
working population in employment together with the 
275 thousand released by the decline in employment in 
the public sector. These gains were almost exclusively 
due to expansion in private industry, the transfer of 
undertakings from the public sector being limited to the 
disposals of the Iron and Steel Holding and Realisation 
Agency which are not likely to have increased the size 
of the private sector by as much as 0 -1 per cent.

N O T E S  O N  T H E  E S T IM A T E S

A note about the estimated number of persons 
employed in the public and private sectors of the 
economy in Great Britain was given in the November

1960 issue of Economic Trends. The figures given in this 
note are not on a comparable basis because of dif
ferences in geographical coverage, industrial classifica
tion and definition of the sectors. In the previous note 
the figures related to Great Britain and the industrial 
analysis was based on the Standard Industrial Classifica
tion 1948. whereas in this note the figures relate to the 
United Kingdom and the industrial analysis is based on 
the Standard Industrial Classification, 1958. The third 
source of difference is the definition of the sectors. 
There is some difficulty in deciding where the bound
aries between the sectors lie and. owing to the number 
of borderline cases, no simple set of definitions produces 
a satisfactory result. In this note the definiiions adopted 
are those used in the Blue Book on National Income and 
Expenditure and described in detail in National Income 
Statistics: Sources and Methods. A comparison of the 
Appendices to the two notes will show how the present 
definitions differ from those used previously.

Central Statistical Office
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APPENDIX
Principal organisations in the public sector

Central government 
Royal Households 
Houses of Parliament 
Courts of Justice 
College of Arms
Duchies of Cornwall and Lancaster 
Civil Service Establishments (industrial and non- 

industrial)(i)
H.M. Forces and Women’s Services 
British Council
United Kingdom Atomic Energy Authority 
Hospital Boards
Northern Ireland Hospital Authority

Local government
Local authorities trading and non-trading activities 
Police (including Metropolitan Police)
Fire service 
Water Boards
River, dock, harbour, etc., boards and Trusts

Other public undertakings 
British Broadcasting Corporation 
Electricity Board for Northern Ireland 
Scottish Special Housing Association Ltd.
British Overseas Airways Corporation 
North of Scotland Hydro-Electric Board 
Northern Ireland Housing Trust 
Bank of England
New Towns Development Corporations 
British European Airways 
National Coal Board 
Cable and Wireless Ltd.
National Dock Labour Board 
British Transport Commission 
Electricity Council, Central Electricity Generating 

Board and Area Electricity Boards 
South of Scotland Electricity Board 
Ulster Transport Authority 
Gas Council and Area Gas Boards 
Iron and Steel (nationalised portion)
Independent Television Authority 
Sugar Board
Post Office (from 1 April 1961)

(1) In c lu d in g  P o st O ffic e  u n t i l  31 M a r c h  1961.

T A B L E  1

Employment by sector(')
U n i t e d  K in g d o m

A t  Ju n e  in each y e a r T h ou sand s  and p ercen tag es

19 5 7 1958 1959 I9 6 0 1961

N u m b e r s  e m p lo y e d
T o ta l w o r k in g  p o p u la tio n  in e m p lo y m e n t 2 4 .4 9 ! 24.221 2 4 .29 6 24,691 2 4 ,93 8
T o ta l p u b lic  s e c to r 6 ,0 2 6 5 ,9 2 6 5 ,8 5 4 5 ,7 5 8 5 ,7 54

C e n tr a l  g o v e r n m e n t  . . .  .................... 2 ,3 2 6 2 ,2 3 2 2 ,1 9 0 2 ,1 60 1,776
H .M .  Forces and V /o m e n ’s S e rv ic e s  .................... 7 0 2 6 1 4 565 518 4 74
C iv ilia n  s e c to r 1,624 1,618 1,625 1,642 1,302

Local g o v e rn m e n t  . . . 1 ,628 1.656 1,703 1,737 1,782
O t h e r  p u b lic  u n d e rta k in g s 2 ,0 7 2 2 .0 3 8 1,961 1,861 2 ,196

T o ta l  p r iv a te  s e c to r  .. . 18 .465 18,295 18.442 18.933 19,184

N u m b e r s  e m p lo y e d  e x p r e s s e d  as p e r c e n t a g e s
T o ta l w o r k in g  p o p u la tio n  in e m p lo y m e n t 100 0 100 0 1 0 0 0 1 0 0 -0 1 00 -0
T o ta l p u b lic  s e c to r  ................................................................... 2 4 - 6 2 4  4 2 4 -1 2 3 -3 2 3 -1

C e n tr a l  g o v e rn m e n t  ................................................... 9 - 5 9 - 2 9 0 8 - 8
2 -1

7  1 
1 -9H .M .  Forces and W o m e n ’s S erv ices  . . . 2  9 2 -5 2 3

C iv ilia n  s e c to r  . . .  . . .  . . .  ................... 6  6 6 - 7 6 - 7 6 7 5 -2
Local g o v e rn m e n t  . . . 6 -6 6  8 7 0 7 - 0 7  2
O t h e r  p u b lic  u n d e rta k in g s  ................................... 8 - 5 8 - 4 8 -1 7 -5 8 -8

T o ta l p r iv a te  s e c t o r ...................  . . .  .................... 7 5 - 4 7 5 - 6 7 5 -9 7 6 -7 7 6 -9
I

( ' )  P a r t - t im e  e m p lo y e e s  a re  c o u n te d  as fu ll u n its .
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A t June
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H.M. focces end

Services -  
Total in c iv il empli

Agriculture, lo  
fishing ... 

Mining andquar 
Manufacturing 
Coftstruaion 
Public u tilities  

gas, etc.) 
O ther services

At June I9il 
Total working pc 

employment 
H.M. ^rces an<!

Services ... 
Tool in civil emph 

Agriculture, fo 
fishing ... 

Mining and quar 
Manuheturing 
Construction 
Public utilities

'■'tner services

0  ^ -t jm e  em 
Jtodofd fndu 
2«ributiye i

Women’s Ser

I k ,
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irg,

«8Asso  
‘ys Corr

Board
‘*^8 Trust

ent ^orporaiiions

Board 
mission

s ;  £ r » «
tricity Board 
m ty
Gas Boards 
lised portion}
Authority

ing

ril 1961)

Thousands and percenta|es

1961I960

24,691
5.7S8
1160
518

1,642
1,737
1,861

18,933

24,938
5,754
1.776

474
1.302
1,782
1196

19.184

Employment by sector and by industry group(')
United Kingdom

T A B L E  2 T h o u s a n d s  an d  p e rc e n ta g e s

T o ta l

and

A t June 1959
T o ta l w o r k in g  p o p u la tio n  in 

e m p lo y m e n t
H .M . Forces and W o m e n 's  

S erv ices  . . .
T o ta l in c iv il e m p lo y m e n t  

A g r ic u ltu r e ,  fo re s try  
fish ing  . . .

M in in g  and q u a r ry i  
M a n u fa c tu r in g  
C o n s tru c t io n  
P u b lic  u t i l it ie s  ( t ra n s p o r t .

gas. e tc .)
O t h e r  services

2 4 .2 9 6

565
23 .731

1.078
8 3 0

8 .6 6 0
1.565

• • • 2.081
9 ,5 1 7

and

At June i960
T o ta l w o rk in g  p o p u la tio n  in 

e m p lo y m e n t
H .M . Forces and W o m e n ’s

S e r v i c e s ...................................
T o ta l in c iv il e m p lo y m e n t  

A g r ic u ltu re ,  fo re s try  
fish ing  . . .

M in in g  and q u a rry in g  
M a n u fa c tu r in g  
C o n s tru c tio n  
P u b lic  u t il it ie s  ( t ra n s p o r t .

gas. e tc .)
O t h e r  serv ices

2 4 .6 9 1

5 18
2 4 .1 7 3

1 ,062
7 6 4

9.001
1.607

2 .0 6 8
9.671

and

A t June 1961
T o ta l w o rk in g  p o p u la tio n  in 

e m p lo y m e n t
H .M . Forces and W o m e n 's  

S ervices . . .
T o ta l  in c iv il e m p lo y m e n t  

A g r ic u ltu re ,  fo re s try  
fish in g  . . .

M in in g  and q u a rry i  
M a n u fa c tu r in g  
C o n s tru c tio n  
P ublic  u t il it ie s  ( tra n s p o r t ,  

gas, e tc .)
O t h e r  serv ices

2 4 .9 3 8

4 74
2 4 .4 6 4

« »

1.021
7 35

9 .1 0 9
1,660

•  •

2 .0 9 9
9 ,8 4 0

P u b lic  s e c to r

T o ta l
C e n tr a l

g o v e rn m e n t
Local

g o v e rn m e n t
O t h e r  p u b lic  
u n d e rta k in g s

Per cent. P er cent. Per cent. Per cent.

5 .8 5 4 2 4 - 1 2 .1 9 0 9  0 1,703 7 - 0 1,961 8 -1

5 65 1 0 0 0 565 1 0 0 0
5 .2 8 9 2 2  3 1.625 6 - 8 1,703 7 - 2 1,961 8  3

17 1 -6 17 1 -6 _

751 9 0  5 751 9 0 - 5
280 3 - 2 130 1 - 5 3 147 1 -7
131 8  4 28 1 - 8 9 7 6 - 2 6 0 - 4

1 ,500 7 2 - 1 3 40 16 3 157 7 - 6 1,003 4 8 - 2
2 ,6 1 0 2 7 - 4 1,110 1 1 - 7 1,446 1 5 - 2 54 0 - 5

5 ,7 5 8 23 3 2 .1 6 0 8  8 1,737 7 0 1,861 7 - 5

5 18 1 0 0 0 5 18 1 0 0 0
5 ,2 4 0 2 1 - 7 1 .642 6 '8 1,737 7 - 2 1.861 7 - 7

17 1 -6 17 1 -6 -  —

6 86 8 9 - 8 6 86 8 9 - 8
2 68 3 0 126 1 -4 3 139 1 - 6
133 8 ' 3 2 9 1 8 100 6 - 2 4 0 - 3

1.473 7 1 - 2 3 44 I 6 ' 6 151 7  3 9 7 8 4 7  3
2 .6 63 2 7 - 5 1,126 1 1 - 6 1.483 1 5 - 3 54 0 - 6

5 .7 5 4 2 3 - 1 1.776 7 -1 1,782 7 - 2 2 .1 9 6 8 - 8

4 74 100 0 4 7 4 1 0 0 0
5 ,2 8 0 21 '6 1,302 5 -3 -1.782 7 - 3 2 ,1 9 6 9 - 0

16 1 -6 16 1 -6
6 55 8 9 - 1 6 55 8 9 - 1
257 2  8 121 1-3 3 _ 133 1 - 5
136 8 - 2 2 8 1 - 7 103 6 - 2 5 0 - 3

1.493 71 1 7 0 - 3 152 7 - 2 1 ,334 6 3 - 6
2 ,7 2 3 2 7 - 7 1,130 I I S 1 ,524 1 5 - 5 69 0 - 7

( ' )  P a r t - t im e  e m p lo yees  a re  c o u n te d  as fu ll u n its . In d u s tr ie s  a re  classified a c c o rd in g  t o  th e  
Standard Ind ustria l C lassification, 1 95 8 ;  'O t h e r  s e rv ic e s ’ c o m p ris e  O r d e r s  X X  t o  X X I V ,  
D is tr ib u t iv e  tra d e s . In s u ra n c e , b a n k in g  and fin a n c e . P ro fess io n a l and s c ie n tif ic  serv ices . 
M isce llan eo u s  serv ices , and P u b lic  a d m in is tra t io n  and d e fe n c e  (e x c e p t  f o r  H .M .  Forces and  
W o m e n ’s S erv ices w h ic h  a re  s h o w n  s e p a ra te ly ).
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18 ,442

1 8 .44 2

1,061
7 9

8 .3 8 0
1,434

581
6 ,9 0 7

18.933

18.933

1.045
7 8

8 .7 3 3
1 .474

5 95
7 .0 0 8

19,184

19 ,184

1 ,005
8 0

8 ,8 5 2
1 ,524

6 0 6
7 , 1 1 7

Per cent.

7 5  9

7 7 - 7

7 6 - 7

7 8 - 3

2 8  8  
7 2 - 5

7 6 - 9

7 8 - 4

9 8 - 4
1 0 - 9
9 7 - 2
9 1 - 8

2 8 - 9
7 2 - 3



Extracted from Economic Trends  ̂ No. 115, May 1963.

m

Capital expenditure of manufacturing industry, 1948-1962

The capital expenditure of manufacturing industry 
has increased greatly since 1948. Between 1948 and 
1961, the year when expenditure reached a peak from 
which it has since declined, investment rose nearly 
fourfold or, in real terms, to a level more than double 
that of 1948. As is shown by the Chart on page 132 
(which is in real terms) the rate of increase has been 
by no means smooth and continuous. In comparison 
the gross national product has increased more steadily 
over the period as has total fixed capital formation 
(excluding dwellings) at home. This total includes the 
expenditure of the public sector as well as o f agricul
ture, forestry, fishing, construction and the distributive 
and service industries, and is seen to be less volatile 
than manufacturing industry’s investment. Over the 
post-war years, periods of strong upward growth in 
manufacturing investment have been followed by 
periods of pause or decline. This article and its accom
panying tables attempt to provide some details about 
these cycles of expenditure using the estimates for 
manufacturing industry as a whole and for broad 
industry groups, with illustrations showing the ex
perience o f some typical firms. The estimates used are 
those of expenditure valued on the basis of the prices 
underlying the actual amounts paid, at current prices. 
During the period covered the prices of capital goods 
have increased and consequently changes in expendi
ture measured at current prices reflect changes in 
prices as well as changes in real expenditure. Partly 
because of the uncertainty of allowing appropriately 
for price changes in industry group estimates and in 
estimates for individual firms, and partly because this 
article is concerned not so much with the actual changes 
that took place as with the diversity of experience 
between industries and between firms, no attempt has 
been made to do more than make use of the current 
price estimates. The timing and amplitude of the 
cycles shown would, however, be altered to some extent 
if allowance was made for price changes; this is dealt 
with more fully in the Technical Notes at the end of 
the article.

Table 1 sets out the changes in the capital expenditure 
of manufacturing industry at current prices over the 
years 1948 to 1962. There have been, over these years, 
three distinct periods of growth. The first, beginning in 
or before 1948(>), reflected the substantial post-war 
reconstruction boom with investment rising steeply 
from a very low level and was followed by a short lull 
at the end of the Korean war. A new surge forward in 
expenditure took place in the four years from 1954 to 
1957. After decreases in the next two years expenditure 
rose very sharply in 1960 and again in 1961. This

(’) 1948 is the first year for which estimates in this form are 
available, but it is clear, from what information is available 
about 1946 and 1947, that manufacturing industry’s capital 
expenditure was rising in these years.
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short period of very marked expansion was ended by 
a substantial fall in expenditure in 1962 and a further 
fall is expected in 1963.

During the periods of growth most industry groups 
showed increases in capital expenditure, but in nearly 
every year of growth one or more industry groups 
showed a decline. Conversely in years of decline one 
or more industry groups increased their capital expendi
ture. The following table sums up the increases and 
decreases of the industry groups shown in Table 1 for 
each year, counting a rise of 5 per cent, or more as 
an increase, a fall of 5 per cent, or more as a decrease, 
and a change between these limits as not being 
significant.

Number of irydustry groups(’) showing 
(ot current prices)

Increases Decreases Little change 
of 5 %  or of 5 %  or (between 

more more +  S %  and
~  5%)

1949 ...................... 6 1 4
1950 ...................... 10 1
1951 ...................... 8 1 2
1952 ..................... 5 3 3
1953 ...................... 2 5 4
1954 ...................... 7 2 2
1955 ..................... 8 2 1
1956 ..................... 9 1 1
1957 ..................... 6 5
1958 ...................... 3 5 3
1959 ..................... 3 7 1
I960 ...................... 8 3
1961 ..................... 9 . . . 2
1962 ..................... 1 7 3

(’) T o  some extent the proportion of increases and decreases in 
each year is dependent on the number of industry groups 
used in the classification, but it is unlikely that the propor
tions of increases and decreases shown above would be 
altered significantly if in the analysis a greater number of 
industry groups were used.

Table 2 condenses the changes of capital expenditure 
into the six periods of growth and pause which apply 
to the total expenditure of manufacturing industry. 
This table shows that, while many of the industry groups 
contributed in each phase to the cyclical pattern traced 
by total capital expenditure, there is great variability 
between industries in the amplitude of their expendi
ture movements. Over the period 1948 to 1962 as a 
whole the total expenditure of manufacturing industry 
at current prices rose at an average rate of about 
9 per cent, per annum compound. This represents over 
four years an increase of about 40 per cent. In the first 
upward phase, the four years from 1948 to 1952, 
expenditure in total rose at current prices by 67 per 
cent, and four industry groups grew at a rate at least 
half as great again, ranging from an increase of over 
500 per cent, for mineral oil refining to just over 100 
per cent, for the motor vehicles industry. At the other 
extreme, even in current values expenditure of the 
bricks, glass, pottery, cement, etc., group of industries
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fell and in a few industry groups (textiles, leather and 
clothing; paper, printing and publishing; and other 
manufactures) the rise probably failed to match the 
increase in prices. Expenditure by the food, drink and 
tobacco group of industries grew at about the average 
rate of total expenditure over the whole period 1948 to 
1962 while in metal manufacturing and in the engineer
ing, shipbuilding and metal goods group o f industries
the rate of growth was somewhat faster.

The cyclical upswing between 1948 and 1952 was in 
large part the result of the big increase occurring in 
the four industry groups with the very high growth 
rates. Expenditure of these four industry groups com
bined grew by 33 per cent, per annum compound and 
their increase in expenditure accounted for just under 
60 per cent, of the total increase (at current prices) 
between these years. All the other industries taken 
together had a growth rate of about 8 per cent, per 
annum compound, just below the average growth 
rate of the total for the period 1948 to 1962. Much 
the same story can be told for the rise of 70 per cent, 
over 1953-57 during which, again, a marked rise in 
prices occurred. Three industries, metal manufacturing 
(iron and steel predominating), paper, printing and 
publishing (paper predominating) and motor vehicles, 
show increases around half as much again or more. 
In total these three groups accounted for about 38 per 
cent, of the total increase in expenditure over the 
period. Their growth rate was 23 per cent, per annum 
compound against 11 per cent, for the other industries 
combined. In this phase there was more uniformity of 
experience and in a number of industries the cyclical 
pattern was weak. Again in the short but large upward 
swing in expenditure of 1959-1961 there is the same 
diversity of experience with a very large contribution 
to the cycle coming from three industries which grew at 
least 50 per cent, more than the generality of industry
metal manufacturing (again largely iron and steel), 
motor vehicles and the bricks, glass, pottery, cement, 
etc., groups. These accounted for a little over half of the 
total increase, their expenditure growing in the two 
years at about 40 per cent, per annum compound, while 
all the other industries combined increased their expen
diture by about 12 per cent, per annum compound.

The periods of pause or recession show similar 
diversity, though the pervasive damping effect is clear 
from the figures. Both in 1952-53 and 1957-59 some 
industries continued to raise their investment—other 
chemicals and the bricks, glass, pottery, cement, etc. 
groups in the earlier period, and the other manufactures 
group in the latter. In a number of industries in each 
period the recession was shallow, though more acute 
when seen against the rate of increase experienced over 
the period 1948-1962 as a whole.

Table 3 sets out diagrammatically the periods of 
growth and pause for manufacturing industry as a 
whole and the separate periods for each of the industry 
groups. This shows, as is to be expected, that the 
cyclical pattern for all manufacturing industry together

f .

> >•

f

is reflected in cycles of similar timing in some individual 
industries, whose behaviour has itself been influential 
in determining the total cyclical pattern. Expenditure 
in the metal manufacturing and in the motor vehicles 
industries follows fairly closely the pattern for all 
industries together. The other chemicals group, how
ever, traces out its own pattern, and there are marked 
differences in the timing of the different phases in other 
industries. The year 1952, which marked the end o f the 
first upswing, when measured in current prices, was 
the terminal year of an upward swing for only 3 out 
of the eleven industry cycles. Of the other turning 
points, 1953, 1957, 1959 and 1961, the number of 
individual cycles of the eleven which turned at these 
dates in the same direction as for manufacturing 
industry as a whole were, respectively, 5, 6, 6 and 8. 
Although each industry shows a rhythmical pattern of 
alternating rises and falls of expenditure in which the 
influence of the overall picture is discernible, the 
individual cycles have by no means uniform patterns 
or intensities.

The diversity of behaviour found to exist between 
industries can be seen within industries between 
individual businesses, which follow diverse patterns of 
expenditure, both in terms of timing and amplitude. 
There are difficulties in demonstrating this as clearly 
as one would wish. More than 2,000 businesses in 
manufacturing industry contribute to the Board of 
Trade’s quarterly capital expenditure enquiry and thus 
provide a basis for looking at the experience o f indivi
dual businesses over the years from 1955 onwards; 
their records, however, are kept on individual cards, 
so that all analysis has to be done by manual sorting 
and extraction. The fact of diversity can be demon
strated, however, without accepting the expense o f a 
full analysis of the individual records. In several indus
tries a number of firms have been selected without prior 
knowledge of their cycles in such a way as to cover a 
substantial proportion of the investment of the indust^. 
The investment patterns o f these firms together with 
the pattern of the industry group to which they belong 
are given for a number of the industry groups for 
the years 1955 to 1962 in Table 4 and subsequent 
tables. In total the businesses whose individual patterns 
are shown account for about one-third o f the total 
capital expenditure o f the manufacturing industry. 
In some industries dominated by large businesses the 
proportion of expenditure illustrated is over 60 per 
cent, (motor vehicles and metal manufacturing); in 
some, where the dominance of the larger companies is 
less marked (other chemicals; paper, printing and 
publishing) the coverage is still higher than one-third; 
while in the remaining industry groups (food, drink 
and tobacco; engineering, shipbuilding and metal 
goods; textiles, leather and clothing) the coverage of 
the firms illustrated is about 15 per cent.

No individual figures are shown in the parts of the 
tables relating to individual firms. There is demon
strated, however, great variability not only in the length
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of the period between trough and peak or peak and 
trough but also in the amount of increase or decrease. 
In the table for the engineering, shipbuilding and metal 
goods industry (page 136) there are, it will be seen, 25 
periods of growth and 25 periods of decline shown by 
11 businesses. For the periods of growth the rate of 
increase per year for the businesses shown are distri
buted :

Rote of increase 
per cent, per year

100 and upwards

The periods of decline show the same variability.
The method of presentation which has been adopted 

does not allow the computation of a measure of the 
difference in behaviour of the individual businesses. 
Table 4 and subsequent tables are, however, illustrative 
of this and bring out clearly that the cyclical pattern, 
either for industry as a whole or for particular indus
tries. does not in general have a dominant influence 
upon the expenditure pattern of the separate firms. It 
will be observed that not only is there a broken time 
pattern of turning points but that it is by no means 
uncommon for the investment of businesses to move 
counter-cyclically. This is a not unlikely result of the 
many different influences upon the investment policies 
of the individual firm, for example modernization, 
technical development, expanding markets, pressure 
of competition, deployment of liquid assets and new 
management.

Conclusion
Fluctuations in industrial investment, which play a 

well recognised part in the rhythm of business fluctua
tions, have continued since the war; changes in ex
penditure in some individual industries have played an 
important role in these broad movements, influencing 
their timing and amplitude. Changes have been by no 
means uniform in either of these characteristics, 
between industries or between individual businesses. 
Considerable variability o f behaviour underlies the 
bold pattern of industrial investment.

TECHN ICAL NOTES

The estimates of capital expenditure used in this 
article are those published in National Income and 
Expenditure 1962, revised to take account of later 
information, and are based upon the results of the 
annual censuses of production. The estimates are not 
wholly comparable over the period in that up to 1955 
they are on an establishment basis while the figures for 
1956 onwards are on a business unit basis. Some part, 
therefore, of the change between 1955 and 1956 is 
attributable to the change in the basis of the figures. 
For manufacturing industry as a whole business unit 
based estimates of expenditure were higher than
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establishment based estimates by about 3  ̂ per cent, in 
1958, the only year for which the direct comparison 
can be made and possibly the change between 1955 
and 1956 of 25 per cent, (shown in Table 1) should be 
slightly reduced. For industry groups the change in 
basis—which can both add to or decrease the percentage 
change shown in Table 1 between 1955 and 1956—is not 
sufficient, in most cases, to alter the timing of the 
periods of increase or decrease though the magnitude 
of the change over the period will be affected. In a 
few industry groups the effect of the change of basis, 
which cannot be very precisely estimated, may make 
uncertain the timing o f the cycles.

All the estimates used are those at current prices 
and, in consequence, the changes shown include some 
element of price change. There are rather large statistical 
difficulties in making allowance for price changes in 
estimates of capital expenditure. There is little direct 
information about the different kinds of goods which 
go into capital expenditure and how their composition 
varies year by year; large items of capital equipment 
are often made to order and it is. therefore, difficult 
to assess the magnitude of price changes; capital 
expenditure consists to a significant extent, of progress 
payments relating to contracts made some time 
previously, perhaps on a fixed price basis, perhaps 
with a price adjustment clause. The adjustments that 
are made, therefore, to obtain volume estimates of 
capital expenditure are subject to some margin of 
uncertainty.

For manufacturing industry as a whole the price 
index implicit in comparing the value series as used in 
this article and the corresponding volume series (at 
1958 prices) is shown in the table below which also 
shows the price changes implied for each period of 
increase and decrease shown in Table 2.

Percentage change 
Implied price between first and 

index last year of periods 
1958 =  100 used in Table 2

1948 ...................... 63 0 1
1949 ..................... 64-0
1950 ..................... 65-6 y 27-5
1951 ..................... 71-8
1952 ..................... 80-3 J \  -
1953 ..................... 82-1
1954 ..................... 82-6
1955 ..................... 87-0  > 18-0
1956 ..................... 92-5
1957 ..................... 96-9 J 3
1958 ..................... 100-0 > 2-9
1959 ..................... ” •7 I J  . n
I960 ..................... 100-5 y
1961 ..................... 103-7 J \  2-5
1962 ..................... 106-3 /

It will be appreciated that, if the tables in this article 
had been prepared to show the movements of capital 
expenditure in real terms there would have been some 
alteration to the timing of the beginnings and endings 
of the periods of increase and decrease and to the 
magnitudes of the changes in expenditure. Significant
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differences would have occurred, however, only in 
periods embracing the years 1951 and 1952 when price 
movements were especially marked. For total manu
facturing industry the table above sets out the year-to- 
year changes in capital expenditure at current prices 
and at constant (1958) prices and shows that the only 
significant difference between the two sets of figures 
is for the year 1952.

Although there would be some modifications to take 
account of the two factors mentioned above (the break 
in the series between 1955 and 1956 and the effect of 
price changes) the main aspect which this article 
illustrates— the great variability of experience—would 
not be in any degree modified.

Board o f Trade
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APPENDIX

Gross national product and gross capital formation
£ million A t  constant 1950 prices

£ million

30.000

20.000

10.000

Gross national product

4.000

3.000

2.000

G ross fixed capital formation at home 
(excluding dw ellings)

G ross fixed capital formation at home 
(other than dwellings and manufacturing industry )

30.000

20.000

10.000

- 4.000

- 3.000

2.000

600

500

Cross fixed capital formation at home 

( manufacturing industry)

400

300

i i i i
1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 I960 1961 1962

Mainly public sector p/us transport, distribution and service industries
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Capital expenditure of manufacturing industry, 1948-1962

T A B L E  I Percentage change on previous year

Industry group
(Standord /ndustriol Closs/ficotion 

O rde rs in brackets)

Capital 
expendi

ture in 1961 
i  mi7//on

1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 I960 1961 1962

All manufacturing industries (III to 
X V I)  ............................... /,239 +  15 +  18 +  16 +  7 - 0  + +  6 +  17 +  25 +  10 -  1 -  6 +  18 +  21 -  9

Food, drink and tobacco (III) 140
r  ^

+  18 +  9 -  2 -  2 +  7 + 2 2 +  36 +  8 +  6 -  6 + 2 1 +  9 -  1

Mineral oil refining (IV, M.L.H.262) 24 +  200 + 7 8 +  6 +  18 - 1 8 - 5 2 - 1 9 + 6 9 +91 -  5 - 4 2 - 3 5 +  60 - 2 9

O the r chemicals (IV less M.L.H, 262) /67 +  26 +  33 +  32 +  8 +  14 +  4 +  7 +  29 +  10 +  8 -  8 -  8 + 2 5 +  1

Metal manufacturing ( V ) ............ 253 +  30 +  12 +  10 +  2 -  5 +  29 +  3 +  29 +  25 +  9 - 1 0 + 4 5 +  34 - I I

Engineering, shipbuilding and metal 
goods (VI, V II and IX ) 261 +  3 +  8 +  18 +  21 +  2 +  10 +  24 + 2 6 +  2 -  1 -  2 +  16 +  13 - 1 5

M otor vehicles (VIII, M.L.H. 381) .. 85 1 + 4 3 +  25 +  16 - 1 4 +  84 +  11 — - 1 4 -  9 + 4 0 +  52 -  8

Aircraft and other vehicles (VIII less 
M.L.H. 381) ...................... 24 1 + 8 6 +  123 +41 +  2 - 3 8 - 1 2 +  22 -  7 +  12 - 2 1 +  4 +  8

Textiles, leather and clothing (X, X I 
and X II)  ... ... 106 +  23 — -  2 - 1 4 -  2 + 2 3 +  15 -  3 +  5 - 1 8 +  5 +  29 +  25 - 2 0

Bricks, glass, pottery, cement, etc. 
(X III) ............................... 54 r  ^

+  M -  5 -  5 +22 +  9 +  8 +  27 -  9 + 4 3 +  26 -  6

Paper, printing and publishing (X V ) 77 -  4 +  9 +  25 -  3 -  7 +  33 + 2 5 +  51 +  13 - 1 6 -  8 +  13 +  13 -  4

O ther manufactures (X IV  and X V I) 48 [+  5 +  15 — -  9 - 1 0 +  32 +  32 _  6 +  3 — +  19 +  26 - 1 5

Capital expenditure of manufacturing industry, 1948-1962
T A B LE  2 Percentage change between first and last year of period

Industry group
(Stondord Industriol Classl/icotion 

O rders in brackets)

Capital 
expenditure in 

1961
t  million

1948-1952 1952-1953 1953-1957 1957-1959 1959-1961 1961-1962

All manufacturing industries (III to 
V 1) ... ... ... ... 1.239 +  67 -  0-5 +  70 -  7 +  43 -  9

Food, drink and tobacco (III) 140 +  36 -  2 +  91 -  1 +  32 -  1

Mineral oil refining (IV, M.L.H. 262) 24 + 5 6 7 - 1 8 +  27 - 4 5 +  4 - 2 9

O ther chemicals (IV less M.L.H. 262) 167 +  138 +  14 +  59 -  1 +  15 +  1

Metal manufacturing (V) ... 253 +  63 -  5 +  113 -  2 +  95 - I I

Engineering, shipbuilding and metal 
goods (VI. Vli and IX ) ............ 261 +  58 +  2 +  78 -  3 +  31 - 1 5

M otor vehicles (VIII. M.L.H. 381) .. 85 +  107 - 1 4 +  104 - 2 2 +  113 -  8

Aircraft and other vehicles (VIII, less 
M.L.H. 381) ..................... 24 + 4 8 6 +  2 -  33 +  4 -  17 +  8

Textiles, leather and clothing (X, X I 
and X II)  _ ... ... ... 106 +  4 -  2 +  45 - 1 4 +  61 - 2 0

Bricks, glass, pottery, cement, etc.
54 -  5 +  22 +  50 -  9 +  80 -  6

Paper, printing and publishing (XV ) 77 +  26 -  7 +  185 - 2 2 +  28 -  4

O ther manufactures (X IV  and X V I) 48 1 +  " -  10 +  68 +  19 +  26 - 1 5
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Capital expenditure of manufacturing industry

TABLE 3
Periods of increase and decrease 

Percentage change between first and last year of each period

Industry group 
(S.I.C. Orders in brackets) 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 I960 1961 1962

foo<i'
drink aiHi ^

All manufacturing industries ... 
to XVI)

+67 - 0  5 - 9

Food, drink and tobacco
(111)

+  38 - 3 +  102 - 6 +  32 - I

Mineral oil refining 
(IV. M.L.H. 262)

•  • +  567 - 6 7 +  223 -6 4 +  60 - 2 9

Other chemicals ...
(IV Less M.L.H. 262)

+  362 - I S +  25

Metal manufacturing
(V)

+63 - 5 +  132 - 1 0 +95 - H

Engineering, shipbuilding 
goods

(VI. VII and IX)

and metal
+  186 - 3 +  31 -1 5

Motor vehicles ... 
(VIII. M.L.H. 381)

+  107 - 1 4 +  104 - 2 2 +  N3 - 8 Other chemials. 

(Order IV Le

Aircraft and other vehicles 
(VIII Less M.L.H. 381)

Textiles, leather and clothing ... 
(X. X I and XII)

+  500 - 4 5 +22 - 7 +  12 1 -21 +  13

+  23 - 1 7 +42 - 3  1 + 5 - 1 8 +68 1 - 2 0

Selected firms

Bricks, glass, pottery, cement, etc. 
(XIII)

- 5  +11 - 1 0 +80 - 6

Paper, printing and publishing 
(XV)

- 4 +  36 1 - 1 0 +  185 +  28
i l l

Other manufacturers 
(X IV  and XVI)

+ 21 - 1 7 +  74 - 6 +  55 -1 5
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1961

-15 +25

+95 - I I

- 3 +31 - IS

-22 +113 -8

-15

.<c

Capital expenditure of industry groups

TABLE 4
P e r io d s  o f  in c re a se  and  d ecrea se

Percentage change between ftrst and last year of each period

Food, drink and tobacco 

(Order

Selected firms (a)

1

toi

(b)

(c)

(d)

(0

(g)

(h)

(j)

(k)

Other chemicals...........

(Order IV Less M.L.H. 262)

Selected firms (a)

(b)

1955 1956 1957 1958 1959 I960 1961 1962

+  55 - 6 +  32

+

+

+

+ +

+

+ +

+ + +

+  52 - 1 5 +  25

+ +

(c)

(d)

(e)

(0

(g)

+ +

+ +

(b)

(k)

+ +

Percenuge change between first and last year of period 
+lncrease greater than 5 0 %  -Decrease between 0 and 25%  
+  Increase between 0 and 50%  — Decrease greater than 2 5 %
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Capital expenditure of industry groups
P e r io d s  o f  in c re a se  and  decrease

|4

Percentage change between first and last year of period 
+  Increase greater than 50%  -Decrease between 0 and 25%  
+  Increase between 0 and 5 0 %  — Decrease greater than 25%
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Capital expenditure of industry groups

+ 1 -

- 1 +

h3l 1

Periods of increase and decrease
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Capital expenditure of industry groups

TA BLE 7
Periods of increase and decrease

Percentage change between first and last year of each period

. I

Percentage change between first and last year of period 
+  lncrease greater than 50% —Decrease between 0 and 25% 
+  lncrease between 0 and 50% —Decrease greater than 25%
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Extracted from Economic Trends. No. 116, June 1963.

M otor car ownership and use

Statistics of the number of motor vehicles in use 
and of new registrations of vehicles have for many 
years been compiled by the Ministry of Transport 
from excise licensing records biit the lack of data on the 
usage of motor vehicles, in particular of cars, has 
been a gap in transport statistics. This has been 
increasingly felt as the growth of travel by private 
car has come to dominate the increase in traffic 
on both urban and rural roads. Estimates of vehicle 
mileage based on road-side traffic counts, given 
in the following table, show that motor car traffic 
has grown by more than two and a half times over the 
last ten years; the motor car now accounts for more 
than a half of total traffic on the roads(0-

N um ber of cars and estim ated changes in
m ileage run, 1952-1962

1952
1953
1954
1955

1956
1957
1958
1959

1960
1961
1962

• 4

Private cars 
in use

(Thousands)

Changes in motor 
car mileage 

(1952 =  100)

2.508
2,762
3,100
3,526

100
109
122
138

3.888
4.187
4.549
4,966

151
148
181
203

5,526
5,979
6,556

221
246
264

It was primarily with the intention of filling this gap 
in our knowledge about the most rapidly developing 
sector of transport that the Ministry of Transport, in 
1961. initiated a series of sample surveys of motorists, 
conducted by the Social Survey. These Motoring 
Su-veys will give a continuing measure of usage of 
motor cars, which will enable trends in vehicle mileage 
and in passenger mileage by both car and other forms 
of transport to be studied.

In addition to their use for economic analyses these 
Surveys are designed to yield continuing data for 
road safety research and also to provide a means of 
questioning motorists about particular topics in the 
field of transport and road safely—one Survey, for 
example, included questions about the fitting and use 
of safety belts.

These aims will only be fully realised after the results 
of a series of Surveys are available, and after the results 
obtained by this method of questioning motorists have

(*) Measured in ‘passenger car units’ : this is a weighted measure 
of traffic, used in road planning studies, which gives an 
appropriate weight to cars, vans, motor cycles, buses and 
heavy goods vehicles.
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been compared and used in conjunction with other 
statistics, such as those derived from traffic counts. 
The preliminary results of the first Motoring Survey 
taken in October 1961 do. however, provide new data 
of intrinsic interest on the ownership as well as the use 
of cars. Some of these results are therefore presented 
in this article. The article includes a brief description 
of the conduct of the Survey and defines the terms used. 
Fuller reports on the first year's results and on the 
method of conducting the Survey will be published 
later.

The accompanying tables also include an age analysis 
of cars currently in use, made from excise licensing 
records in the course of the 1962 Census of motor 
vehicles. These statistics, like the Motoring Survey, 
are the first of an annual series designed to extend the 
available information about motor cars.

Ownership o f motor vehicles. 1961
In October 1961. the period covered by the first 

Motoring Survey, there were 6 million cars licensed 
for private use in Great Britain. It is estimated that 
about 92 per cent, of these, that is some 5  ̂ million, 
were owned by or were at the sole disposal of private 
households. These are the cars, described subsequently 
as ‘household cars’, which were covered by the Motoring 
Survey. The remainder includes cars owned by car hire 
firms or motoring schools, or fleet cars held by firms and 
not placed at the sole disposal of private households, 
and licensed cars held by dealers. The Survey, which 
was based on a sample of households, did not colleci 
data about these cars.

The Survey showed that these 51 million ‘household 
cars' were owned by or at the disposal of some 5-3 
million households; that is nearly one-third of all 
households had the use of a car in 1961. Nearly 93 per 
cent, of these households had the use of one car: 
over 7 per cent, had two or more cars at their disposal.

Not all household cars are owned by a member of 
the household which has the use of them. About 
7 per cent, were found to be owned by the employer 
of a member of the household, but placed solely at 
the employee’s disposal for private as well as business 
use during the Survey week. In 12 per cent, of the 
cases the car was owned by a self-employed member 
of the household and would have been used for both 
business and private use. A very small number—fewer 
than I per cent.—were found to be owned by someone 
else, usually a relative.

The Survey did not seek to establish in how many 
cases an employer made a contribution to the capital 
cost of providing a car in cases where the car was 
registered in the employee's own name. Information 
was. however, sought on firms' contributions to running 
costs. This is summarised in Table 1. which also shows
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the extent to which cars were used for business and for 
private use during the Survey week.

For all users the mileages done in the course o f the 
Survey week were divided as to nearly a quarter on the 
journey to work, another quarter in the course of 
employment and more than a half on other journeys, 
not connected with work. Cars receiving no subsidy 
recorded very little business use and the proportion 
of journeys not connected with work was as high as 
two-thirds for this group.

For cars subsidised by employers the business mileage 
run was just under a half of the week's total mileage; 
this proportion ranged from 19 per cent, where the 
employers’ contribution was a quarter or less, to 
66 per cent, where the employer paid between a half 
and three-quarters of running costs, dropping to 
56 per cent, for those respondents whose employers 
paid more than three-quarters of the total.

About half of employers* contributions to running 
expenses were made in the form of a straight mileage 
allowance. About a sixth of car users reported that 
they received from their employers a refund on bills, and 
another sixth a daily, weekly, monthly or annual 
allowance; the remainder were paid in other ways. 
Because of the methods of payment some informants 
were not clear as to exactly what the payments were 
intended to cover. All thought they covered insurance, 
while about half thought they covered each o f the 
following items: road tax, petrol and oil, servicing, 
repairs and depreciation. Only about a fifth thought 
the payments covered garaging.

The size and age distributions o f cars owned or 
subsidised by firms and by private persons are shown in 
Table 2. The self-employed tended to have cars of 
higher cylinder capacity than either firms or other 
private persons. Nearly all cars owned by firms were 
less than five years old, as were two-thirds o f the cars 
owned by self-employed. By contrast among cars whose 
running expenses were borne entirely by the household 
using them, only 40 per cent, were under five years 
old, a third between five and 10 years old; in this group 
12 per cent, were over fifteen years old. All these age 
distributions are for October 1%1 and are based on a 
comparatively small sample. A more detailed and 
up-to-date age analysis based on a much larger sample 
of vehicle registrations is discussed in a later section 
of this article.

Use o f cars: mileage. Journeys, purpose o f journeys 
Each household covered in the Survey was asked 

to keep a record book for each car, in which the driver 
could record mileometer readings and particulars of 
each journey during the Survey week. These records 
which provide the source for all the accompanying 
statistics of journeys and mileage do not lead to direct 
estimates of annual mileages for each car and it will 
not be possible to make reliable estimates o f annual 
car mileages until the results of a full annual cycle of 
Surveys are obtained and compared with traffic counts.
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Before completing the record books, however, drivers 
were asked for their own estimates, to the nearest 
thousand miles, of their annual mileages. These 
estimates for the year, as well as mileages run in the 
Survey week are shown in Table 3.

In general, variations in the annual estimates given 
by drivers show a fairly close agreement with variations 
in the weekly mileages. But traffic counts suggest that 
the average mileage travelled by private cars in October 
is close to the average for the year and on this basis, 
the week’s recorded mileages would lead to an estimate 
of annual average mileage of not much more than 
7,000, compared with an average of 8,800 miles derived 
from driver’s estimates. This suggests that drivers 
replying to this question tended to overstate their 
annual mileage.

The average mileage recorded for all cars during the 
Survey week was 135 miles. As will be seen from the 
distribution below, a quarter of all cars did between 
50 and 100 miles; another quarter did between 100 and 
200 miles. The average mileage run by all household 
cars in the week was 135 miles but the average for 
cars located in the London area, 117 miles, was signi
ficantly lower than in other areas.

Recor<^ed m»7eage 
during 

Survey week 
0

I - 50 
51 - 100 

101 - 150 
151 - 200 
201 - 250 
251 - 300 
301 • 350 
351 - 400 
401 ■ 450 
451 - 500 
501 or more 
Not obtained

Percentoge of 
cars in 
sample 

7 2

100 0

In Table 4 journeys, as well as mileages run during 
the Survey week, are analysed according to purpose 
and length of journey. Of the 15,284 journeys recorded 
38 per cent, were to or from work, 16 per cent, in the 
course of carrying out a business, profession or other 
form of employment and 46 per cent, not in any way 
connected with work. These proportions are very 
different from those already quoted for the distribution 
of mileage according to purpose, since the length of the 
average journey to or from work is only 5-̂  miles 
compared with nearly 13 miles for journeys made in 
the course of employment and nearly 10 miles for those 
not connected with work.

Nearly 80 per cent, of all journeys, accounting for 
36 per cent, of the mileage run during the week, were 
on journeys of under 10 miles. At the other extreme 
only 3 per cent, of journeys were over 50 miles, though 
these accounted for 19 per cent, of total mileage.

It should, however, be remembered that a Survey 
taken in October would not include any significant
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number of holiday trips. A summer survey would 
show a higher proportion of longer journeys and a 
high proportion of mileage not connected with work. 
Questions asked about holiday motoring showed that 
just over half of the households with cars had taken 
their cars on holiday for one or more weeks during the 
year preceding the Survey. The average mileage for 
each car taken on holiday was 921 miles, or 498 miles 
per week during the holiday. Nearly 90 per cent, of 
holiday motoring was done during the four months 
June-September, 38 per cent, of the total in August 
alone. About 10 per cent, o f the holiday mileage
reported was outside Great Britain.

In Table 5(a) the distribution of mileage over the
three categories of journeys distinguished is shown 
according to the location o f the household. The main 
feature that emerges is the higher proportion of mileage 
run on journeys to work by cars located in Greater 
London and in the other conurbations than in other 
areas. Mileages run on journeys not connected with 
work account for around a half of the total in all areas.

When mileages on different kinds of journeys are 
analysed by size of car (Table 5(b)) and by age of car 
(Table 5(c)) a very marked feature is the high proportion 
of business mileage done by the larger and newer cars. 
This is, of course, largely a reflection o f the fact that 
the larger and newer cars are owned by self-employed 
persons or subsidised by employers. At the same time 
the smaller and the older cars do more of their mileage 
to and from work. The proportion of mileage done for 
purposes not connected with work shows a smaller 
variation with age and size of car, although a higher 
proportion of the mileage by the older cars—that is 
those over 10 years old—falls into this category.

Altogether 57 per cent, of all household cars were 
used during the Survey week for a journey to or from 
work, but not every day—only 37 per cent, of the 
total were used on five or more days during the week. 
These proportions were not significantly different for 
cars located in Greater London and elsewhere.

Rather more than two-thirds o f total mileage was 
recorded on Monday to Friday; one-sixth on Saturday 
and just under a sixth on Sunday. Mileages on Monday 
and Tuesday were rather lower than the Monday to 
Friday average, those for Wednesday and Friday rather 
higher. These are, of course, October proportions 
which would not apply throughout the year.

On Monday to Friday about a third o f the total 
mileage was run on business journeys, compared with 
11 per cent, on Saturday and only 3 per cent, on 
Sunday. The journey to work drops from an average 
of 31 per cent, of the total on weekdays to 14 per cent, 
on Saturday and on Sunday to only 5 per cent. Three- 
quarters of Saturday motoring and 92 per cent, of 
Sunday's total is for purposes not connected with work.

Occupancy o f cars
One of the aims of the Survey was to obtain in

formation on occupancy o f cars which, in the long run, 
might be used together with the results o f traffic 
counts to produce continuing series o f estimates for 
passenger mileage by private car, for comparison with 
trends in travel by public transport.

Table 7 summarises the data obtained from the 
record books on numbers of persons in the household 
cars on different kinds of journeys. For all types of 
journey the average number of occupants, including the 
driver, was 1 • 93, but on business journeys it was as 
low as 1 • 35 and on journeys not connected with work 
rose to 2-39. The average for journeys to work was 
1-54.

This difference in numbers o f occupants on journeys 
of different kinds is clearly reflected in the following 
summary of average occupancy by day of week:

F req uen cy  o f  use, O c t o b e r  1961

. For journey 
to work

For journeys in 
course of en^ployment

Percentage of cars 
used on:

Five or more days ... 37 1 i
Four days .......... 6 5
Three d a y s .......... 4 3
Two days .......... 4 4
One day .......... 6 9
Not at all .......... 43 68

1 100 100

Averoge number of 
occupants

Monday 1-61
Tuesday 1 -70
Wednesday 1 -63
Thursday 1 -70
Friday 1-80

Monday-Friday 1-69

Saturday 2-27
Sunday 2-63

Cars were used less frequently and less regularly for 
business journeys; although 32 per cent, reported 
some use for this purpose during the week only 11 per 
cent, of the total did so regularly.

The mileage done for each of the three purposes is, 
of course, very different at weekends (see Table 6).

Detailed analysis by hour, as well as by day, of the 
week, shows a peak figure of 3 0 persons per car, 
including the driver, during Sunday afternoon and 
early evening.

These marked variations in occupancy suggest that 
estimates of total passenger mileage should be made in 
as much detail as possible using daily or even hourly 
traffic and occupancy data for different times o f the 
year. It is for this reason that only very crude estimates 
of total annual passenger mileage can be made in 
advance of a full year's cycle of Motoring Surveys. 
A very rough estimate of this kind has been made by 
applying the average occupancy for the Survey week 
to estimates of vehicle mileage derived from traffic
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counts. This suggests that, by 1962, travel by private 
car accounted for nearly 60 per cent, of passenger 
transport by all forms of inland transport.

Age o f cars
The last of the accompanying tables are based, not 

on the results of the Motoring Survey but on a special 
analysis of the vehicle licensing records, carried out 
at a sample of registration and licensing authorities’ 
offices during the course of the 1962 census of vehicles. 
Table 8 shows, for all cars, and for cars in different 
size groups, the age o f cars in use at any time during 
the third quarter o f 1962. For the size analysis, the 
numbers of cars registered before 1947, which were 
classified only by horse power, are shown under roughly 
equivalent cylinder capacity groupings.

Half of all cars in use in 1962 were first registered 
in the five years 1958 to 1962, nearly 10 per cent, of 
them during the nine months up to September 30th, 
1962, the cut-off date for this analysis. A further 30 
per cent, of cars were between 5 and 10 years old, 
another 10 per cent, between 10 and 15 years old, the 
remaining 10 per cent, being more than 15 years old.

The number of authorities which could be included 
in the sample was not large enough to permit a com
plete regional breakdown o f these figures, but a limited 
breakdown, with some grouping o f standard regions 
and of years is shown in Table 9.

One of the main demands for statistics o f cars 
analysed by age arises from an interest in scrapping 
rates of cars and it is, perhaps, disappointing that the 
information given in these tables cannot be combined 
with the annual statistics of new registrations published 
each year in Road Motor Vehicles to derive estimates 
of scrapping or wastage rates. There are several reasons 
why this should not be attempted.

In the first place the age analysis is necessarily 
compiled from records of cars currently licensed. And 
there are some vehicles included in new registration 
statistics which are not subject to licensing.

The new registration statistics include, for example, 
vehicles operated under certificates of Crown owner
ship and those issued under the personal export 
scheme, which would not be represented in the records 
of cars currently licensed. Moreover, vehicles first 
registered and licensed as private cars but subsequently 
licensed as goods vehicles are also excluded from the 
age analysis. Both these factors serve to overstate a 
‘wastage’ figure obtained by deducting the figures 
shown by Table 8 from the total numbers of new cars 
registered in each year, as shown by the registration 
statistics.

On the other hand vehicles first registered and licensed 
as goods vehicles but subsequently operated and 
licensed as private cars have the opposite effect; since 
these vehicles are included in the analysis shown by 
Table 8, but excluded from the new car registration 
statistics, they understate a wastage rate derived by 
comparing licensing and registration statistics.
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Finally, there is the complication caused by used 
cars in the hands of dealers. Many of these vehicles 
will have had their licences surrendered. On re-sale 
they will be re-licensed, but their absence from the 
records of current licences at the time for which the 
age analysis was compiled, will overstate the apparent 
wastage rate derived from a comparison of licensing 
and registration figures.

10 i

Note on method
The Motoring Survey was designed and executed 

by the Social Survey on behalf of the Ministry of 
Transport. The aim was to obtain information each 
quarter from samples of drivers and o f cars and the 
method adopted was to select a sample of households 
and to identify all car drivers and cars at the disposal 
of the household.

The household sample was chosen in two stages; a 
selection of local authorities was made at the first 
stage, and a random selection of parliamentary electors 
within each selected local authority at the second 
stage. The local authorities chosen at the first stage 
were selected within the four main strata—Greater 
London, other conurbations, other urban areas and 
rural districts—for which separate results are presented 
in some of the tables. At the second stage, a special 
procedure for dealing with institutions or multi-house
hold addresses ensured the proper representation for 
members of such households and the vehicles used by 
them.

The total number of households approached was 
just over 3,000 which yielded a sample of over 1,000 
cars and nearly 2,000 licence holders, that is drivers.

Response to the Survey was excellent, a fact which 
the Social Survey attribute partly to the interest felt by 
motorists in the records they were asked to keep, but 
also to the very careful design of interviewing procedure 
and the record book, which formed the main basis of 
statistics compiled from the inquiry.

The actual inquiry involved three separate stages. 
The selected household was first visited by an interviewer 
to establish whether the household contained any 
persons with licences to drive a car and whether it had 
a car or cars. Particulars of each licence holder and of 
each car at the sole disposal of the household were 
obtained at this interview. For each household having 
a car the interviewer then left with the household a 
record book whose use was explained and demonstrated 
to the main driver of the car. Informants were asked 
to keep the book in the car and record particulars of 
each journey done by the car during the next week. 
The particulars collected in the mileage book were of 
the simplest possible character consistent with the 
aims of the inquiry; they included milometer readings 
at the beginning and end of each journey, the times 
of the beginning and end of each journey and a simple 
indication of the main purpose of the journey into the 
categories distinguished in the tables. This first inter
view, and the mileage book itself, was kept as simple
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as possible in order to avoid prejudicing respondents’ 
willingness to co-operate.

At the end of the week the interviewers made a 
second call, collecting the record book, checking that 
it was correctly filled in and, at the same time, taking 
the opportunity to raise any queries on the results of 
first interview. Finally the interviewer asked certain 
additional questions—deliberately left to the second 
interview so as not to prejudice the chance of obtaining 
co-operation in the record keeping. These included 
further details, wanted for road accident research, 
of numbers of people and the position they occupied in 
the car, on one sample day during the week.

The success of the approach may be demonstrated 
by the fact that mileage books were obtained for 
94 per cent, of the households contacted—a very high 
proportion for a record keeping Survey. Throughout 
the accompanying tables, the mileage estimates include 
estimates for the missing 6 per cent, by assuming that 
their mileages and their journeys had the same charac
teristics as the 94 per cent, who provided the particulars. 
Households who failed to keep record books were 
asked about their estimated annual mileage and, since 
their estimates were higher than the average mileage 
reported by those who kept records, it seems likely 
that this has resulted in a s li^ t underestimate (of the 
order of 1 per cent.) of total mileage in the Survey week.

In addition to respondents who failed to keep a 
record book there was a small number of households, 
estimated to account for 4 per cent, of the total number 
of household cars, who refused to co-operate at all, 
or who proved impossible to contact. Even taking 
account of these ‘non-contacts’ and of those who failed 
to keep mileage books, however, response to the Survey 
achieved the high rate of 90 per cent.

Definitions
The following notes explain some of the terms used 

in this article:

A 'car' was taken as any four-wheeled or three-wheeled 
motor vehicle taxed for private use. The term thus 
includes vans if used exclusively for private use and 
‘bubble cars’. It excludes all vehicles taxed as goods 
vehicles and the small number of cars taxed for use 
as both private and goods vehicles. It also excludes 
motor cycles.

A 'journey' is always difficult to define and in a record 
keeping inquiry of this kind it was not possible to 
use a very precise definition. In designing the record 
book the aim was to arrive at separate mileage 
figures for each of the three main categories of 
purpose of journey which the Survey sought to 
distinguish, that is: journeys to or from work, 
journeys required in the course of carrying out a 
business, profession or other form of employment 
(referred to in this article as 'business' Journeys or 
journeys 'in the course o f  employment') and journeys 
not connected with work. The informant was told 
that whenever the main purpose of a journey changed, 
or when the driver had been out of the car for half 
an hour or more, this must constitute the beginning 
of a new journey, to be recorded separately. Thus, 
for example, the trip to work in the morning and the 
return trip in the evening would be recorded as two 
separate journeys. A round trip with only very 
brief stops would be one journey; a round trip 
interrupted by longer stops would be recorded as 
two or more journeys.

All figures for vehicle occupancy quoted in the text 
were derived from the mileage records, which 
showed the driver and those passengers who were 
in the car for most of the journey. They were derived 
by estimating the total ‘occupant miles’ (that is 
by summing the journey length times the number 
of occupants on each journey) and dividing this 
by the number of ‘vehicle miles’ which is, of course, 
the simple sum of the journey lengths.

Ministry o f Transport
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APPENDIX
Household cars and their use: ownership and degree of subsidy by employers, October 1961

T A B LE  I

Percentage 
of all

household cars

Percentage of w eek’s mileage done on journeys mainly

To o r from 
work

In course of 
employment

Not connected 
with work

O w n e rsh ip  o f c a r
1, F1rm . . .  . . .  . . .  . . .  i .i . . .  ■>. 7 19 55 26
2. Prrvate person

(i) Self-employed . . . 12 10 53 37
(ii) O ther private persons 81 28 12 60

A ll household cars 100 24 24 52

D eg ree  o f su b sid y  by e m p lo ye rs
Running costs covered by em ployer to extent of:

More than three-quarters .................................................... 6 19 56 25
Half to three-quarters .................................................................... 2 14 66 20
A  quarter to a half 2 24 49 27
Less than a quarter .................................................................... 5 31 19 50
Amount not stated 2 30 41 29

A ll cars subsidised wholly o r partly by employers 17 23 47 30

Cars owned by self-employed 12 10 53 37

Cars not subsidised by employers . . . 71 29 5 66

Household cars: ownership and degree of subsidy, by and
T A B LE  2

of car, October 1961
Percentages

C y lin d er capacity
Up CO 1.000 .. .
1.001 to I.SOO 
1,501 to 2,000
2.001 and over

• • •

Y e a r  of orig inal reg istration
196l(’ )- 1957 ....................
1956-1952 ....................................
1951-1947 ....................................
1946 o r earlier • •

Household cars owned by

Firms

100

100

Private persons

100

Degree of subsidy

A ll o r part of 
running costs 

paid by an 
employer

100

100 100

O w n e r

selt-
employed

Cars not 
subsidised by 

employer

100

100

100

100

( ')  Uo to October 1961.

<0

, \

. . V

3

Othef 
Rural

urta”*

All

of C
t’Miw To

Over ^
0v«r 1.250
Over IM O  «> 
Over 1500

All size*

<c) By age
l%l(’) •

o fc

I960
1959
1958

1957 -  
1956-52 
195 M7 
1946 aru) earli

All years

{') Up to O a

I

TABLE 4

o f jo u r
Miles

0 
I

loumeyj
P®rtentjgeofcar

*y itr
Oa

mile
m»iiniilQ



J

don«On
'Course of

ioumj
1

With
S5

'̂ ork

26

52

47

52

5

20

27

66

a r , O rto b e r 1961
Percentjjes

>gree of subsidy

Owner C»rj not
sel!- subsidised by

employed employer

17 37

42 40
13 12

26 II

190 100

40
64 24
29 14
6
1

12

100
100

Household cars and their mileages

TA B LE  3 A n a ly se d  by lo ca tio n  o f househo ld , by s ize  and by age o f c a r

(a )  B y  lo catio n  o f household
Greater London ..................
O ther conurbations . . .
O ther urban areas
Rural d is tr ic ts .................................

AM households

(b )  B y  s ize  o f c a r  (c y lin d e r  c a p a c ity ) 
Up to 1.000 
O ver 1,000 to 1,250 
O ver 1,250 to 1.500 
O ver 1,500 to 2,000 
O ver 2.000 to 2,500 
O ver 2,500

•  a

All sizes • <

(c )  B y  age o f c a r  (y e a r  o f o r ig in a l re g is t ra t io n )
I9 6 l( ’ ) ...................
I960 .................... « •

1959
1958

1957 ..................
1956-52
1951-47
1946 and earlier

A ll years

Percentage of all 
household cars

Recorded w eek’s 
mileage October 

1961

D rive rs ’ estimate 
of annual mileage

17 117 8.400
12 144 9.700
44 139 8.800
27 137 8.700

100 135 8.800

36 136 8.900
22 119 7.400
18 152 9.200
11 136 10.000
8 125 8,300
5 163 10.300

100 135 8.800

9 211 15.500
12 183 11.300
II 166 10.000
9 142 8.900

7 121 7.600
32 113 7.400
II 106 6.200
9 84 5.600

100 135 8,800

( ’ ) Up to October.

TA B LE  4

Household car journeys for different purposes, and the mileage accounted for by
such journeys, according to length of journey, October 1961

Percentage of journeys, according to main purpose of journey

To  o r from work

Household
car

journeys

Length  o f jo u rn e y ( ')
Miles

Mileage 
accounted for 

by such 
journeys

In course of employment Not connected w ith work

Household
car

journeys

101 and over

100
Percentage of all 

journeys 38

Percentage of car miles 24

Average length of 
journey in miles 5-5

Mileage 
accounted for 

by such 
journeys

100

Household
car

journeys

100 100

16

24

12 8

Mileage 
accounted for 

by such 
journeys

100

46

52

9 8

C )  A rrival milometer reading minus departure reading. (*) Based on a total of 15.284 journeys

A ll purposes

Household
car

journeys

100

Mileage 
accounted for 

by such 
journeys

100

I00(*)
100

8 6
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H o u se h o ld  car m ileages analysed by journey purpose, O c to b e r  1961

TABLE  5 (a) According to the location of the household

Proportion of week's mileage 
mainlv

To and from work 
In course of employment 
N ot connected with work

driven for journeys

•« •

Total « • > • •

Proportion of week's total household car miles ...

Location of household

Greater
London

100

14 7

Other
conurbations

100

11-8

Other 
urban areas

100

46 0

Rural
districts

100

27-5

(b) By size of car

Cylinder capacity of household car

(c) By age of car

Year of original registration of household car

(*) Up to October,
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f-S „.

Percentages

100

100 0

Percentages

Up to 1,000 c.c. I.00I-I.500 c.c. 1,501-2.000 c.c. 2.001 c.c. and 
over All sizes

Proportion of week's m//eoge driven for journeys 
mainly

To and from work 25 28 18 16 24
In course of employment .............................. 21 22 27 35 24
N ot connected with w ork ... 54 50 55 49 52

V*# 100 100 t o o 100 100

Proportion of week's total household car miles ... 35 6 40 ' 1 114 12 9 1000

Percentages

(’)I96 I-I957 1956-1952 1951-1947 1946 or earlier All years

Proportion of week’s mileage driven for journeys 
mainly

To and from work 21 28 29 37 •24
In course of employment 33 14 9 3 24
N ot connected with w ork ... 46 58 62 60 52

oCal ... ••• t o o 100 100 100 100

Proportion of week's total household car miles ... 58-6 26-4 9-1 5 9 100 0

CM.

'  t.

- / 'V

<^ '̂7 ^  woi

Not

propoftiofl
miles

accoui

TABLE 7

Num ber of p  
for baK o 
journey

4 or more

Proportion of

Proportion of

Average occup

'}  Based on 
T The toul



p«̂ cen

Kuril

100

275
100

Pertenti|ej
Car

Wlc.c. and 
over A l i j israej

100

129

100

Pertenugej

hold car

46 or earlier All years

37 24

3 24

60 52

100 100

5 9 lOO-O

[

• < l ^

M ileage  run  by household  cars accord ing  to  
m a in  purpose  of journey, by day of week, O c to b e r  1961

TABLE 6
Percentages

Proportion of mileage driven for journeys 
mainly

T o  o r  from  w o rk  
In course o f em p loym ent 
N o t  connected  w ith  w o rk

• •

Proportion of week’s total household 
car miles

Mon

100

12-5

Tue.

100

12 6

Wed.

100

14 3

Thurs.

100

13-8

100

14-3

Mon,
Fri.

100

67-5

Sat.

100

16-6

Sun.

100

I5 '9

W eek

100

100-0

TABLE 7

H ou seho ld  car journeys fo r d ifferent purposes, and the m ileage 
accounted fo r by such journeys, accord ing  to  the n u m b e r of persons in the car, O c to b e r  1961

Percentages

Main purpose of journey

To or from work In course of employment N o t connected with work
purposes

Household
car

journeys

Car mileage 
accounted 

for by such 
journeys

Household
car

journeys

Car mileage 
accounted 

for by such 
journeys

Household
car

journeys

Car mileage 
accounted 

for by such 
journeys

Household
car

journeys

Car mileage 
accounted 

for by such 
journeys

N u m b e r  of persons in the  car
for half o r m ore  of the
journey 1
1 . A . . • * 64 61 77 74 33 23 52 45

26 27 17 20 40 40 31 32...

^ •••  •••  '* '1 7 8 4 5 IS 18 10 12
4 or more ...........  I 3 4 2 1 12 19 7 I I

100 100 100 100 100 100 100 100

Proportion of all journeys 38 16 46 !00{’)

Proportion of car miles 24 24 52 100

Average occupancy rate(*) ... 1 54 1-35 2-39 1 -93

All

m

(*) Based on a total of IS.284 journeys.
(*) The total person-miles divided by the total car-miles.
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TABLE  8

C a rs  w ith  licences cu rren t d u rin g  the Sep tem be r qua rte r I962» 
analysed by size of car and year of o rig ina l reg istra tion

Thousands

(^) Up to 30 September.
(2) These cars were classified by horsepower and the c.c. equivalents are approximations.

Cylinder capacity

N ot over 
1.000 c.c.

1,000 c.c. to 
1.400 c.c.

1.400 c.c. to 
1.800 c.c. Over 1,800 c.c.

All capacities

Y e a r  o f o rig in a l re g istra t io n
I962(’) ........................................................... 258 93 202 65 618
1961 ........................................................... 302 104 192 80 679
I960 ........................................................... 346 89 236 97 768
1959 ........................................................... 203 1 IS 225 94 637

1958 ........................................................... 161 140 182 82 564
1957 ........................................................... 134 125 117 64 440
1956 ........................................................... 110 153 83 74 420
1955 ........................................................... 152 169 96 92 509

1954 ........................................................... 102 139 66 75 381
1953 ........................................................... 68 97 52 68 285
1952 ........................................................... 30 63 31 55 180
1951 ........................................................... 17 41 20 44 123

1950 ........................................................... 16 35 22 44 117
1949 ........................................................... 22 52 21 37 131
1948 ........................................................... 17 29 17 26 89
1947 ........................................................... 31 41 19 13 104
1946 o r earlier(*) ........................................ 204 208 67 32 510

Ota 1 ... ... ... ... ... ... 2,173 1,693 1.648 1,042 6.556

t* * «1

-•>1

\A

TABLE  9

C a rs  w ith  licences cu rren t d u r in g  the Sep tem ber qua rte r 1962, 
analysed by area and year o f o rig ina l reg istration

Northern. East and West Ridings, 
and North Western ...

North Midland. Eastern............
London and South East. Southern 
South West 
Midlands ..

All England 
Wales 
Scotland

. • •

• • •

Great Britain

(’) To 30 September.

Standard
regions

VIII

Year of original registration

Pre-1947

7 8

1947-1951

8 6

1952-1955

20-7

1956-1958 1959-1960

21-7 21-4

Percentages

I96 l-I962(’)

19 8

All years

100
100
100
100
100

100 0 
1000 
100-0

100 0
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Th,

1.800 c-t. All iftS

1.042 6.SS6

Percentages

All yean

100-0
100-0
100-0
lOO'O
lOO’O

100-0
100-0
100-0

19 100-0

Extracted from Economic Trends  ̂ No. 118, August 1963.

Survey of personal incom es for 1959-60

INTRODUCTION

The need for special surveys o f  personal income 
The ordinary annual statistics of income tax relate 

to assessments under each of the five Schedules A, B, 
C, D and E (which covers P.A.Y.E. or Pay-as-you- 
earn). As income tax, unlike surtax, is assessed separ
ately under each Schedule, the statistics do not give the 
total income of taxpayers. In addition, P.A.Y.E. tax 
is deducted separately from the husband’s and the 
wife’s earnings. Moreover, company dividends and 
many interest payments are received after deduction 
of income tax and the tax is charged on the payer and 
not directly on the recipient. Information about the 
size and composition of incomes of married couples 
and single persons is available only in local tax offices 
from pe'rsonal returns and other records, but to collect 
it centrally a special survey must be made. Since the 
war such surveys have been made at intervals of five 
years for 1949-50, 1954-55 and 1959-60.

The main tables o f the quinquennial Surveys are 
required primarily for Budgetary purposes to estimate 
the effect on revenue of changes in tax rates and 
allowances. But the more detailed regional and county 
tables and the analyses by main source of income are 
published mainly for their economic significance.

Background o f the Surveys
For 1959-60, the results were published in the 105th 

Report o f the Commissioners o f H.M. Inland Revenue 
(Cmnd. 1906), pages 81-201. This article has two main 
parts: in the first part the organisation o f the 1959-60 
Survey is described in rather more technical detail than 
was given in the 105th Report, and in the second part 
the results of the three post-war Surveys are compared. 
The description of the Survey given here is supple
mentary to the introductory note in the Inland Revenue 
Report on pages 81-88. No attempt is made here to 
reproduce what is given there, except in so far as it is 
necessary to give background to this article.

The Survey for 1949-50 was published in the 94th 
Report (pages 95-127) and in the 95th Report (pages 91 
and 93-145); that for 1954-55 was published in the 
99th Report (pages 66-95), the 100th Report (pages 
84-134) and the 101st Report (pages 69-72 and 74-87). 
The Survey for 1959-60 was the first for which an 
electronic computer was used. The Surveys classify 
personal income within ranges of income, by type of 
income and deduction, by sex, marital status and 
numbers of dependants, by region and county and in 
other ways. The 1959-60 Survey covered not only the 
total personal income for 1959-60 but also the earned 
income in 1958-59, the figures for which were used 
in the analysis of the changes in wages and salaries 
between 1958-59 and 1959-60 published in Table 137

r  . * •

of the 105th Report. The estimated classifications of 
income published annually in Inland Revenue Reports 
are based on these Surveys. Starting with 1962-63, it is 
planned that the quinquennial Surveys will be supple
mented by smaller annual Surveys, which will provide 
a firmer basis for the annual estimates.

The income covered
These Surveys of personal incomes are concerned 

only with incomes as defined for income tax. This 
determines the income unit as well as the type o f income 
covered. The income unit is not a household, or family 
as such, but consists o f a single person or married 
couple, who count as one. Where a child has income 
of his own that is not derived from a parent, he is 
treated as a separate income unit, but few children 
below the age o f 15 have incomes large enough to be 
included in the classification. An income for only part 
of the year (for example on starting employment, for 
the year of death, or as a single woman in the year of 
marriage) is counted as a whole unit and is allocated 
to the range appropriate to the income actually received 
and not to the annual rate. The type o f income covered 
is as computed for tax purposes and therefore excludes 
non-taxable income and capital gains. These qualifica
tions are important as will be seen below in the discus
sion about the pattern of incomes and its changes 
between Surveys.

Estimates o f most non-taxable income, such as 
unemployment and sick pay, National Assistance 
grants and fees and maintenance grants for education, 
and of income below the tax exemption limit, are 
included in the estimated summary classifications for 
calendar years published in the Blue Books on National 
Income and Expenditure. The allocation of this non- 
taxable income is somewhat arbitrary although based 
on such information as the Reports o f the Ministry of 
Pensions and National Insurance and of the National 
Assistance Board.

Both the Inland Revenue and the National Income 
estimated classifications exclude certain forms of 
personal income on National Income definitions that 
cannot be allocated to particular ranges o f  income, 
such as ‘collective’ sources of income (the investment 
income of non-profit-making bodies and of life assurance 
and superannuation funds) and also employers’ contri
butions to national insurance and pension schemes, 
interest on national savings, some public grants, some 
income in kind, the excess of imputed income from 
owner-occupied dwellings over the Schedule A valua
tions, capital allowances deducted from trading profits 
and professional incomes, allowances for unreported 
income, etc. On the other hand, both the Inland Revenue 
and the Blue Book distributions include pensions, 
which are omitted from total personal income.
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Income after tax
This article is concerned only with income before lax. 

The distribution of income after tax will have followed 
a different course. But no figures are given here because 
the substantial tax changes since 1959-60 would call for 
a comparison with more recent years, for which figures 
as firm as those from the Surveys are not yet available.

Validity o f comparisons
Improvements in the reporting of incomes in suc

cessive Surveys and the more elaborate methods of 
sampling used, may affect the validity of some o f the 
comparisons given in Part II, but they probably have 
only a marginal effect on the conclusions.

PART I: ORGANISATION OF THE SURVEY

The sample
The sample was selected in the local tax offices on 

4th and 5th April 1960, concurrently with their usual 
annual count of personal records for administrative 
purposes. Selection was made broadly by reference to 
the principal source o f income. For P.A.Y.E. purposes, 
control cards are kept for all employees and occupational 
pensioners with incomes exceeding the P.A.Y.E. 
deduction card weekly or monthly limits; a sample was 
taken from the cards of those whose chief source of 
income was wages or salaries, and who were in employ
ment at the beginning o f April or at any time during the 
previous two years. The cards distinguish those from 
whom only a simplified form of return is required— 
in general, wage-earners and the lower paid salary- 
earners. These were sampled separately from other 
employees, with a lower sampling fraction.

The sample of persons with earned incomes chiefly 
from business or a profession was taken from the 
records of Schedule D assessments; a sample was also 
taken from lists of persons with no earned income other 
than perhaps a retirement pension who make their 
returns in connection with Schedule A assessments on 
property income or repayment claims against tax 
deducted from investment income.

Surtax payers were sampled from a separate record, 
with a higher sampling fraction and with complete 
reporting of incomes exceeding £10,CXX) in the previous 
year.

The P.A.Y.E. records were also used for a simplified 
report on wives' earnings and other subsidiary earnings; 
these reports were used to check the adequacy of 
reports of wives’ earnings that originated from the 
control card or list relating to the chief source of income, 
normally the husband’s.

A check on the numbers in the original sample 
against the known totals showed that it was virtually 
complete. The sampled records were marked and a 
control list was kept under the supervision o f a single 
officer in each local office. A form was completed as 
soon as possible after the figures were available or the
assessments agreed. Completion o f forms for the 
sampled cases continued until February 1961, when

most of the assessments for 1959-60 had been made. 
In the few unsettled cases that remained, estimates of 
the final figures were used. The system of control 
resulted in almost complete reporting, and a small 
deficiency of about I per cent, in total (mainly Schedule 
D) was taken up in the grossing factors. The sampling 
errors in the Survey are discussed below. The sample 
was about the same size as the previous one for 1954-55, 
which was based on a uniform 5 per cent., but its 
results should be much more accurate than in 1954-55 
or indeed than in 1949-50, although the sample was 
then a uniform 10 per cent.

The sampling ratios and the numbers of cases 
selected were as follows:
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Type

Main reports:
P.A .Y.E. wages, pensions and lowersalaries 

in 1959-60
P.A .Y.E. higher salaries, etc.
Schedule D (self-employed)
Schedule A and repayment claims 
Surtax cases up to £10.000 
Surtax cases above £10.000

•  t

Total main reports
Simplified reports on wives’ and subsidiary 

G&rnin̂ s ••• ••• ••• •••
Total reports with income in 1959-60 -• 

P.A .Y.E. earners ceasing employment in 
1958-59 .................. .  •

Total reports with income in either year

Numbers
S a m p l i n g

f r a c t i o n

i n  t h e  

samp/e(’ ) 
(Cbousonds)

1 in 40 406
1 in 10 316
1 in 20 73
1 in 20 33
1 in 4 97

All 13

938

1 in 40 I I I

1,049

1 in 40 34

1,083

(*) Excluding cases later considered to be sampled in error, for 
example temporary cards for which a control card was 
already in existence.

The form
The main form contained 7 items for earnings in 

1958-59 and 52 items, as follows for 1959-60:

Description .. . . . .  ••• ..................
Allowances and reliefs
Deductions from income
Wages, salaries and pensions
Trading profits or losses and professional earnings
Investment income
Income and deduction totals

Total 52

The subsidiary form contained nineteen entries and for 
married women covered earnings both before and 
after marriage. Both forms had a space for Remarks.

Editing
All forms had a clerical scrutiny, mainly to ensure 

full completion and to examine the Remarks, par
ticularly the explanations given by the tax office when 
the report was not completed, but most of the checking 
was done in the computer. The main checks and 
corrections made in the computer are as follows:
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(1) Ensuring a proper relationship between the 
reliefs and deductions and the corresponding 
income. In some cases, such as superannuation, 
life assurance relief, Schedule A maintenance 
relief, national insurance contributions and 
retirement pensions, the controls were based on 
statutory or practical limitations. In others, such 
as expenses and deductions from wives' earnings, 
they were based on the existence of a reasonable 
level of the corresponding income.

(2) Conversion from net to gross of amounts of 
national insurance contributions, retirement pen
sions and family allowances, where they were 
quoted net of earned income relief.

(3) Net totals of income and deductions to be within 
£50 of totals entered on form. Smaller errors were 
corrected in the computer because they were 
too insignificant to be referred to the local offices.

The computer was programmed to correct some cases 
that failed the tests and to print others as exceptions. 
The exceptions were either edited directly or referred 
back to local tax offices. About 2 per cent, of cases were 
treated in this way, the majority being printed out.

Processing by the computer
Entries on the forms were punched on cards in 

consecutive fields of six columns, each containing its 
own item number, and using a continuation card if the 
number of items made this necessary. The number of 
cards required was 1 • 3 million. Processing was carried 
out from the spring of 1961 to the autumn of 1962 on 
the Ministry of Labour’s Emidec 1100 computer, 
which at the start of the job had just been installed.

The computer did the following:
(1) Checked each report for consistency, accuracy 

and reasonableness.
(2) Allocated deductions between earned and invest

ment income, and totalled them.
(3) Calculated income tax and surtax after the reliefs 

for age and small incomes.
(4) Corrected for certain deficiencies.
(5) Analysed by range of total net income, by region, 

by county, by sex, marital status and dependants, 
and by ranges of many component items and 
groups of component items.

(6) Calculated percentage changes in wages and 
salaries between 1958-59 and 1959-60.

(7) Divided by the sampling fraction and multiplied 
by factors to allow for the small deficiency in the 
number of reports.

(8) Printed the various tables in their final form.

The whole operation required some 60,000 programme 
steps, excluding standard sub-routines. In previous 
surveys much less checking could be done and the 
correction for deficiencies and calculation of tax could 
only be carried out clerically on the summary tabula
tions.

Check on totals and adjustments 
The preliminary results were compared with the 

normal annual statistics for the different schedules of 
income tax and with the additional reports for wives’ 
and subsidiary earnings above a rate of about £190 a 
year (corresponding to the limits for issuing deduction 
cards under P.A.Y.E.). As in previous Surveys, two 
main deficiencies were revealed. First there was a 
deficiency estimated at about 5 per cent, in the total 
income from investments. Secondly it was found that, 
compared with the independent reports, the wives’ 
earnings under P.A.Y.E. were omitted from about 
one-third of the husbands’ returns. Because for tax 
purposes the total income from all sources of a married 
couple is counted as one, it was necessary to add back 
these omitted earnings of wives in order that the joint 
incomes should be complete. The somewhat arbitrary 
corrections that were made for these deficiencies are 
described on pages 82 and 83 of the 105th Inland 
Revenue Report. In the Income Surveys for 1949-50 
and 1954-55, similar deficiencies were found but the 
corresponding corrections were not made in the main 
tables but only in the estimated summary classifications 
(Table 86 of the 95th Report and Table 80 of the 99th 
Report); these two tables also included an adjustment 
to bring in wives’ earnings below the limit for P.A.Y.E. 
that were not reported by local tax offices. For lack of 
information it was decided that in the 1959-60 Survey 
the latter adjustment should be made only in a single 
summary table (Table 75) of the 105th Report. This 
adjustment amounted to about 5 per cent, of wives’ 
earnings or 0-4 per cent, of total income.

Errors in classification by county and region 
Some errors occurred in the classification of the 

Welsh counties and regions. These were due to a fault 
in the coding arrangements and resulted in transferring 
some cases from the South-east Wales Region to the 
Rest of Wales and between the following pairs of 
Welsh counties: (1) from Brecknock to Anglesey, 
(2) from Carmarthenshire to Caernarvonshire, (3) from 
Monmouthshire to Cardiganshire, (4) from Glamorgan 
to Merioneth. A few smaller errors have also been 
detected in the classification of the counties in England 
and Northern Ireland. Dorset includes part of Somerset 
(and this affects the Southern and South-western 
regional figures) and Somerset part o f Gloucester
shire; Smethwick is included in Warwickshire instead 
of Staffordshire; and part of Belfast is included in 
Antrim instead of Down. These errors affect com
parisons with the county tables of the 1954-55 Survey. 
Corrected figures for the Welsh counties and regions 
are now available. For the other counties and regions 
no such corrections can be made but estimates have 
been made of the numbers of incomes affected. In
formation about these adjustments may be obtained 
from Room 28, New Wing, Somerset House, London, 
W.C.2.
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Sampling errors
The total numbers are virtually correct because the 

small apparent deficiency in the sample numbers was 
allowed for by grossing to the control totals. But there 
are sampling errors in the numbers for each range as 
well as in the amounts. The computer was programmed 
to calculate the standard error for each range of the 
total net income. These showed that there was probably 
a sampling error of less than 1 per cent, in the net 
income in ranges below £5,000, of less than 2 per cent, 
in the remaining ranges, except the highest, and of less 
than 0-12 per cent, in total.

PART II: CO M PAR ISO N  W ITH THE OTHER
POST-W AR SURVEYS

Definition o f income
As already mentioned, these Surveys of personal 

incomes are concerned only with income as defined for 
tax, in which a married couple is counted as one. As 
has been said, those definitions affect the pattern of 
incomes and the changes in it between Surveys. In the 
first place, since non-taxable grants have risen faster 
over the period than personal income in general, some 
incomes, the lower ones in particular, would show a 
greater rise had the grants been included. Secondly, the 
rise in employment of married women over the period 
had a great effect on the distribution of incomes of 
married couples.

Small incomes not included 
The incomes in the classifications are confined to 

those above the actual or effective exemption limits 
of £135 in 1949-50, £155 in 1954-55 and £180 in 1959- 
60. The increase between 1954-55 and 1959-60 was 
roughly in line with the change in prices and so the 
starting points have roughly equal real value. The 
increase between 1949-50 and 1954-55 was, however, 
less than the change in prices and the classification for 
1949-50 has therefore been extrapolated down to £125, 
the approximate equivalent in real terms of the later 
effective exemption limits. This is only one of several 
possible ways of choosing the starting points: another 
way, for example, would be to keep the numbers of 
incomes in the Surveys as a constant proportion of 
all incomes.

Division o f the Surveys into broad income groups 
The total numbers of incomes in the three post-war 

Surveys remained at between 20 and 21 million. They 
have been divided in the following tables into five 
equal groups of a fifth (or about four million incomes) 
and the top fifth has been subdivided into four groups 
of 5 per cent, (or about a million incomes). This has 
been done in each Survey by finding the quintiles and 
top four fifth-percentiles and dividing the income 
classifications at these points. These points were 
calculated by a method giving the same results as 
linear interpolation on double log paper of the ranges 
in which they fell. In preparing Table 4 the different

components of income in those ranges were allocated 
in the same proportion as the total. The quintiles and 
fifth-percentiles in the Surveys are shown in Table 1.

Income points dividing the total numbers into equal 
fifths and the top fifth into twentieths

T A B L E  I

Lower Umit of range of 
income before tax {£) 

1949-50 1954-55 1959-60

Income group:
5th percentile ..................... 895 1,108 1,460

lOth percentile ..................... 635 863 1,150
15th percentile ............ 537 766 1,012
20th percentile ..................... 477 702 925

Top  quintile ............................... 477 702 925
2nd quintile ............................... 346 530 704
3rd quintile ... ..................... 271 405 543
4th quintile ... ..................... 202 281 366
Starting p o in t ............................... 125 155 180

N um ber of incomes (thousands);
5 per cent, groups ..................... 1,025 1,015 1.048
20 per cent, g r o u p s ..................... 4.060 4,193

4 * 9 20,500 20,300 20.967

Comparison o f total personal net income before tax in the 
Surveys

The total net income before tax (and before life 
assurance relief and personal allowances but after 
admissible deductions and capital allowances) of these 
income groups in each of the three estimated summary 
classifications(0 is shown in Table 2.

It is evident from Table 2 that both the highest and 
lowest groups of four million incomes had considerably 
smaller increases in income than the middle groups 
during the first five-year period and this process has 
continued in the second five years but to a much smaller 
degree. In all five groups, however, the increase in 
total income more than kept pace with the level of prices 
in the five years to 1959-60. In real terms this amounted 
to about 3-4 per cent, per annum, about one-fifth of 
which can be attributed to the growth in numbers of 
incomes and the remainder to increases in average 
incomes. In the top four 5 per cent, groups of about a 
million incomes each, the second and third millions had 
lower increases in income to 1954-55 but thereafter 
kept pace with the middle groups of incomes. The 
highest million had substantially smaller increases in 
both periods. This feature of the income distribution 
continues the trend since before the war, which has 
been remarked on by a number of economists.

Composition o f income
Part of the change in the pattern of incomes results 

from changes in its composition. The proportions of 
total net income in each of the principal components

(’) Table 86 of 95ih Report. Table 80 of the 99th report and 
Table 75 of the 105th Report.
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Summary income classifications 1949-50, 1954-55 and 1959-60
Numbers divided into fifths and the top fifth into twentieths

T A B LE  2

Income group: 
Top 5 per cent. 
2nd 5 per cent. 
3rd 5 per cent. 
4th 5 per cent.

• • •

• •

Top 20 per cent. 
2nd 20 per cent. 
3rd 20 per cent.
4th 20 per cent. 
Lowest 20 per cent

«•

• •

> •

•«

Total net income before tax

Consum er price index (calendar years) 
Retail price index (financial years)

• •

Net income before tax (£ mn.)

/949-50 /954-5J I9S9-60

2.863
1.335
1,122
1,014

3.805
1.650
1.259

969
676

4.782
2.470
1.888
1.392

878

6.334
3.369
2.610
1,920
1,158

8,359 11,410 15,391

Percentoges totol net income 
'dre tax

1949-50 1954-55 1959-60

100 100 100

• • • • < •« •

• • • • •

Percentoge increoses

1949-50
to

1954-55

1954-55
to

1959-60

36 35

in the three Surveys are shown in Table 3, together with 
the percentage increases in each item between the 
Surveys.

The main feature of Table 3 is the substantial fall in 
the share both of profits and professional earnings and 
of investment income in each of the five-year periods. 
Profits and professional earnings increased by little 
more than half as much as total earned income in the 
first period and by only two-fifths as much in the second

period. The fact that these figures are after deducting 
capital allowances which increased from 8 per cent, of 
gross profits in 1949-50 to 12 per cent, in 1959-60 ex
plains a small part of the relative decline. Another 
factor is the conversion of private firms into companies 
during the periods, although this should contribute a 
little to increasing investment income, which in fact 
rose only a quarter as much as earned income in the 
first period and little more than half as much in the

The principal components of total personal net income before tax

T A B LE  3

Percentoges of total net 
income before tax Percentoge increases

1949-50 1954-55
/ 949-50 / 954-55 / 959-60 to to

1
1954-55 1959-60

In co m e
Trading profits and professional e a rn in g s ( ') (^ ..................... 9 9 8-9 7-7 23 17
Wages, salaries and Forces’ pay(’) ...............................  ............

iVes ^.arnings ... ... ... ... ... ... ... >•. ... ...
75-6 75-4 76-8 36 37

5-2 7-2 6 1 89 51
ens 1 ̂ ^ns ... ... ... ... ... ... ... ... .*• ... ... M 2-3 3 3 189 97

Family allowances ... ... ... ... ... ... ... ... ... ... 0 -6 0-9 0-8 97 27

Total earned income before deductions .................................................. 92 4 94-7 96-7 40 41
Total investment income before deductions .................................................. 12-3 9 9 9 0 10 23

D eduction s
Schedule E expenses ............................................................................... 1-2 M l - l 30 32
Allowance for national insurance contributions ......................................... 2-2 1-6 1-6 38
Superannuation contributions ..................................................................... 0 -4 0-6 0-9 93 102
Interest payments and other deductions .................................................. 0 -9 1-3 2 1 87 119

Total d e d u a i o n s ........................................................................................ 4-7 4-6 5-7 33 68

T o u l net income before tax ..................................................................... 100 too 36 35

Consum er price index (calendar years) ............................................................ 9 9 9 9 * * 9 « 9 9 • 9 9 9 9 23 15
Retail price index (financial y e a r s ) ..................................................................... « » 9 9 9 9 » 9 a 9 9* •99 29 17

( ')  Excluding wives’ earnings.
(^  After deducting capital allowances.
Note: The percentages for w ives' earnings. Investment income and deductions in 1949-50 and 1954-55 are based on unpublished estimates.
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second, in spite of the move away from dividend
restraint during the period.

The main components of income that have increased 
substantially as proportions of total net income are 
wives' earnings and pensions. Wives' earnings nearly 
doubled in the first period and increased by half as much 
again in the second (so that over the whole period they 
nearly trebled). This was largely because of the increase 
in the number of wives earning from about 3 million in 
1949-50 to 5 million in 1959-60. Pensions comprise both 
national insurance retirement pensions and occu
pational pensions. The former have had periodic 
increases of rates and the latter have risen substantially 
both in numbers and average amounts. In addition the 
number of pensioners with employment has been 
increasing so that a much higher proportion of all 
pensioners are now within the classification. The total 
number of pensioners covered rose from about one- 
and-a-quarter million in 1949-50 to two-and-a-quarter 
million in 1959-60 (counting married couples as one); 
of the 1959-60 total, one-and-a-quarter million were 
employed or self-employed. The total amount of pen
sions in the Surveys nearly trebled in the first period of 
five years and nearly doubled in the second.

Of the deductions from income, superannuation 
contributions and interest payments, though small in 
relation to total income, have both about doubled 
in each period. Both the numbers of contributors to 
superannuation schemes and the average contributions 
have increased substantially since the war. Moreover, 
the Finance Act, 1956, gave some contributors the full 
superannuation relief instead of life assurance relief. 
The main cause of the increase in interest payments has 
been the growth in advances for house purchase by 
building societies and others.

As a proportion of total income, Schedule E expenses

have remained roughly constant. The greater part of 
these are allowances for tools and clothing of wage- 
earners. The total is not complete, however, as certain 
expenses paid directly by employers are omitted from 
both the deductions and the income.

Composition of income in 1959-60 within income groups 
The changes in the composition of total net income 

shown in Table 3 contribute to the changes in distri
bution shown in Table 2. To assess this contribution, 
the composition within the different income groups 
must be analysed. This analysis can only be made for 
1959-60 because the detailed effects of the substantial 
adjustments made in the summary classifications are 
not known for the earlier years. As mentioned above, 
however, the detailed tables of the 1959-60 Survey 
include all the adjustments except the one for the 5 
per cent, deficiency of wives’ earnings below the P. A. Y.E. 
deduction limit. Table 4 shows the composition of 
groups of incomes in 1959-60 which corresponds to 
that in Tables 2 and 3, except for this minor deficiency 
in wives’ earnings.

Effect on distribution o f change in composition of income 
(a) Large incomes

A comparison of Tables 3 and 4 explains some of the 
changes in the distribution of income shown in Table 2. 
The proportion of profits and professional earnings and 
of investment income in the top 5 per cent, of incomes 
is nearly half the total. Neither of these in total rose in 
either period by much more than half as much as total 
earned income did. Consequently, these items alone 
may well account for the greater part of the fall between 
1949-50 and 1959-60 in the share in total income held 
by the top 5 per cent. The doubling in each period of 
interest payments may also have had most effect on the

Composition of Incomes within Income groups, 1959-60

T A B LE  4 Percentoge of net income before tax

Income
Trading profits and professional earnings(’)(*) 
Wages, salaries and Forces’ pay(*)
W ives’ earnings ... ... ............
Pensions
Family allowances ...

Total earned income before deductions 
Total investment income before deductions

Deductions
Schedule E expenses .....................
Allowance for national insurance contributions 
Superannuation contributions 
Interest payments and other deductions

• •

Total deductions

Total net income before tax

Top
20%

2nd
20%

3rd
20%

4th
20%

Lowest
20% Totai

18-7 5-4 3-9 7-8
84-5 82-7 77-0
3 4 1-8 7-7
6-8 M O 3 3
0-7 0-5 0-8

100 4 
51

89 8 
16-6

100-8
4-4

7-4 5-8 6 4 5-3 5-3 5-2 5-6 5-7

100 100 100 100 100 100 100 100 100

(’) Excluding wives’ earnings.
(*) After deducting capital allowances.
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top 5 per cent, of incomes and so slightly reduced its
share in the total.
(b) Middle incomes

The relatively large increase in the middle incomes 
during the first period and in all but the top 5 per cent, 
and lowest 20 per cent, during the second may be 
explained partly by the large growth in wives’ earnings, 
which by 1959-60 accounted for as much as 15 per cent, 
of total earnings in the higher of these groups (see Table 
4). At the same time, the lower half of the middle 
income group has been helped by the decline in the 
total number of incomes of single women which fell 
from four-and-a-quarter million in 1949-50 to four-and- 
an-eighth in 1954-55 and again to four million in 
1959-60. As single women usually have incomes below 
the general average, this fall in their number, which 
reduced their proportion in the total, will have tended 
to raise the general average of all incomes, particularly 
in the lower half of the distribution. The large growth in 
numbers and amounts of pensions mentioned has 
probably also helped to raise the middle incomes. As 
pensions are a larger proportion of the total income in 
the lower ranges than in the higher, this growth might 
at first sight be expected to have contributed mainly to 
increasing the share of total income held by the lowest 
20 per cent. But many of the new pensions contributed 
to higher groups of incomes partly because occupational 
pensions are sometimes quite large and are often 
additional to the retirement pension, and partly because 
a growing proportion of pensions are additional to 
earnings. Part of the explanation may be an increasing 
ratio of the numbers of the skilled to the unskilled in 
the labour force, both among wage and salary earners, 
as a consequence of improved education and o f im
proved technical training.
(c) Small incomes

About one-third of the lowest 20 per cent, of incomes

f/ r

n

are part-year incomes such as those of people first 
entering or finally leaving employment. The remainder 
are mostly single women, juveniles and the elderly. 
Although the total number o f single women in the 
distribution has been falling, the number of girls, like 
that of youths, has been increasing. This increased 
weight of the incomes of the young has tended to 
depress the average income of the lowest group and 
restrict its growth over the period. What has been said 
here and in the previous paragraph about middle 
incomes is not enough to explain why the lowest 20 
per cent, have not kept pace with other incomes. One 
possible reason may be found in the starting points 
used for the distribution. The choice of starting points 
is arbitrary. A different method of choosing these 
would probably have led to different figures for the 
lower incomes. It will be remembered that the starting 
points were chosen so as to give approximately the 
same real value in each year, whereas real average 
incomes have been rising throughout the period. One 
reason for this choice was that the lowest income group 
contains a higher than average proportion of incomes, 
like pensions and investment income, that are relatively 
fixed. However, this use of a constant real value may 
have had the effect of holding down the growth in 
average income shown for the lowest group by including 
in the later years some incomes at the bottom of the 
scale that on a different definition might have been 
excluded.

5̂ -

Other reasons for change in distribution
Many factors affecting the change in distribution of 

income are outside the scope o f this note, particularly 
the relative movement of wages and salaries and of the 
average earnings of the unskilled and the skilled.

m
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Extracted from Economic Trends, No. 119, September 1963.

United Kingdom overseas trade: unit value and volume index numbers

Iniroihicthn
A note in the Board o f Trade Journal of 13 September 

1963 introduced revised series of unit value and volume 
index numbers for United Kingdom imports and 
exports with a new base year of 1961 =  100. These 
index numbers are prepared monthly by the Statistics 
Division o f the Board of Trade and this article outlines 
the method of construction of these index numbers and 
some of the difficulties involved, and discusses the 
results.

Form o f the index .numbers
The purpose o f the index numbers is to measure the 

monthly changes in price and volume of the United 
Kingdom's imports and exports. These indices can be 
constructed in a number o f different ways and the 
system adopted in the present indices, as in the 1954- 
based indices which they now replace, is to measure 
independently changes in price and volume with 
indices of the Laspeyres or fixed base type; denoting 
unit values by (/?), quantities by {q) with suffices («), 
and (o), indicating unit values or quantities traded in 
the current and base year (1961) respectively, the 
formulae are:

p̂„ </O
(price, or unit value index)

Lp a'0 V)

= ------------ (quantum, or volume index)
P̂o %

Since both the unit value and volume indices are 
base weighted they are independent and not inter
dependent indices, and therefore changes in the total 
value of imports and exports are not exhaustively 
broken down into component changes in unit values 
and in volumes, although in practice, particularly with 
up-to-date weighting patterns, the product o f the unit 
value and volume changes may closely approximate to 
the value change.

Basic data
The overseas trade statistics as published in the 

Trade and Navigation Accounts {Trade Accounts) 
provide the basic data used in the construction o f the 
indices (the statistics in the Trade Accounts are used in 
preference to the tabulations providing fully detailed 
statistics since figures from the Accounts are available 
about four weeks earlier than the full tabulations). For 
most goods imported or exported, statistics o f quantities

as well as values are collected and it is possible therefore 
to derive a ‘price’, or more correctly, a unit value fol' 
these goods. These unit values provide the basic data 
for the unit value index and the statistics of quantities 
the basic data for the volume index.

There is, however, a weakness in these data for the 
construction of these index numbers owing to the fact 
that some o f the commodity headings in the statistics 
relate to products which are not closely homogeneous 
in their commodity content. In the case of the unit 
value index—so titled to distinguish it from a price 
index which is normally constructed from data on 
suppliers' price quotations for closely defined products 

the lack of homogeneity in commodity content
within a heading means that the time series o f unit 
values will incorporate fluctuations which are not 
true price movements. This difficulty similarly affects 
the volume index since heterogeneity o f commodity 
content means that the statistics o f quantities for some 
headings are not comparable over time. These limita
tions of the basic data should always therefore be borne 
in mind when considering the accuracy and analytical 
uses o f the indices.

Construction o f the index numbers: selection o f  
commodity headings

The problem of heterogeneity of the basic material 
is dealt with by using directly in the construction of the 
indices only those commodity headings which appear 
to relate to products of a relatively homogeneous 
nature. Selection of these headings is made by identifying 
all commodity series in the Trade Accounts where the 
behaviour o f the time series of unit values is such as to 
lead to the presumption that there is a reasonable 
homogeneity of commodity composition and conse
quently good unit value and quantity series.

In general, headings relating to basic foodstuffs and 
materials are more homogeneous in commodity content 
than are those headings which cover manufactured 
goods, particularly where the latter relate to more 
highly fabricated products. It can be seen from the 
commodity pattern of the United Kingdom’s overseas 
trade that the difficulties arising from the heterogeneity 
of the data are more acute in the export, than in the 
import, indices. The coverage of the headings directly 
used in the indices illustrates this point With the import 
index, based on 352 headings having a coverage by 
value in the base year of 78 per cent, and the export 
index, based on 538 headings, having a coverage of 
62 per cent. Table 1 gives details of this coverage by 
value for the principal categories for which sub-indices 
are published.

It is desirable that the headings on which the indices 
are based should provide a large and representative 
selection over the diverse range of our imports and
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Coverage of the headings directly used in the index numbers

TABLE I

Imports
Food, beverages and tobacco (Sections 

0 and I )
Basic materials (Sections 2 and 4)
Fuels (Section 3) ................................
Manufactured goods (Sections 5 to 8)

Total (Sections 0 to 9)

Exports
Non-manufactured goods (Sections 0

to • • • • • • •* • *•*
Manufactured goods (Sections 5 to 8) 

of which Chemicals (Section 5) 
Textiles (Division 65) 
Metals (Divisions 67 to 69) 
Machinery and transport 

equipment (Section 7)...

Total (Sections 0 to 9)

Number of 
commodity 
headings

352

225

538

Coverage 
by value 
in 1961 

percentage

78

61

62

exports. In general, these criteria are met reasonably 
well. The only parts of the import and export classifica
tions with poor coverages are Section 5 (Chemicals) 
and 8 (Miscellaneous manufactured articles). However, 
the introduction of the Standard International Trade 
Classification, Revised at the beginning of 1963 has 
meant the addition of a number o f new commodity 
headings this year and it should be possible to increase 
the number of headings included in the indices for these 
Sections for 1964 onwards. In addition to this special 
circumstance, the changing pattern o f our overseas 
trade and the growth of trade in new products requires 
a review to be made annually of the commodity head
ings in the import and export classifications. An annual 
review will be similarly made of the headings directly 
included in the indices with the object o f improving 
the coverage of the indices wherever possible.

The basis of the selection of series used in the indices 
means that in general these headings' are reasonably 
comparable in content through lime. Nevertheless, a 
number of these headings are subject from time to time 
to changes in commodity make-up and hence to erratic 
fluctuations in the unit value series. The magnitude of 
many of these fluctuations is sufficiently small for them 
to be disregarded, particularly as they tend to cancel out 
in the aggregate. However, more sizeable fluctuations do 
occur. In the construction of the indices there is no 
obviously satisfactory solution to this problem: the 
procedure followed is to ‘smooth*, or damp down, an 
erratic movement, if there is no supporting evidence on 
prices to substantiate the movement. The treatment 
adopted will to some extent depend on the relevant 
circumstances but. more often than not. if the calculated 
results for an individual heading would have led to a 
change in the total unit value index over the previous 
month of 0 1 per cent., about half or more of the

/
/

apparent price change is discounted. If the unit values 
for the subsequent month or months continue at the 
newly established level then these results are not 
smoothed and the smoothing operation has effectively 
graduated an abrupt movement; more often, the data 
for subsequent periods suggests that the earlier sub
stantial change was due to a shift in commodity make
up within the heading, and therefore the smoothing 
procedure has helped to damp down the volatility 
of the series. The effect o f this procedure on the volume 
index is that, as in most cases the cause o f the unit 
value change is a shift in commodity make-up within 
the heading rather than a genuine price'movement, 
this shift can more appropriately be considered as part 
of the volume change and the difference between the 
originally calculated and the smoothed is carried into 
the volume index by the complementary adjustment of

total value
that is adjusted —%

smoothed /?„_
The treatment of the heterogeneous commodity 

headings not directly calculated in the indices is based 
on the assumption that in general, movements in unit 
values o f related products are more likely to be cor
related than movements in volume. The adjustment in 
the unit value index is therefore made by imputing the 
unit value movement o f the covered headings in each 
commodity Division, or occasionally, group o f Divisions 
to the remainder o f trade in that Division. In the volume 
index the current value o f the remaining headings in 
each Division, or groups o f Divisions, is divided through 
by the Laspeyres unit value index for that Division or 
group of Divisions.(*) It is possible that better results 
might be obtained by attempting to relate the headings 
in the uncovered residual of each Division individually 
to headings o f like products, the unit values o f which 
have been directly calculated, and attributing the move
ments in unit values o f the latter, to the former, headings. 
This has not been done because o f the difficulties in 
practice of making such attributions o f similarity, the 
volatility o f the series of unit values o f most individual 
headings relative to that o f the Division series as a 
whole, and the considerable extra burden of work 
which would be involved.

A few of the headings included in the indices, and 
more particularly, the import indices, relate to com
modities in which there is no trade, or only a small 
volume of trade, in some months in the year. In the 
interests o f representativeness, it is preferable to 
include such seasonal products in the indices, but their 
inclusion does involve a difficulty in the unit value 
index in that, for some months there is either no unit

(•) For this purpose, a Paasche price index covering these 
heterogenepus products would be the formally appropriate 
index. From the very nature of these products such an index 
is not available and the unit value index covering the 
directly calculated headings in each Division has to be used. 
Since the choice is arbitrary, the Laspeyres version, rather 
chan the Paasche version of this latter index is used, on 
grounds of working convenience.
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value or else, where only small quantities are traded, 
an unrepresentative unit value. Procedures of varying 
complexity can be followed to deal with this difficulty ; 
the one adopted in these indices is to repeat the unit 
value of the latest month in which trade of reasonable
proportions did lake place.

Improvements in the coverage of the indices do not 
create any difficulties where the comparable base year 
values are known. If these values are not known, or— 
in the case of new products, do not exist—a ‘dummy’ 
value is included in the base year total, which is based 
on the change between the base year and the date of 
introduction of the new heading of a related product 
or commodity group, for example often the commodity 
Division to which the new heading belongs.

Further in vestigations
It is not suggested that the above procedures neces

sarily represent the best solution for the construction of 
these index numbers and indeed, it is likely that further 
investigations could yield more satisfactory methods of 
construction. The various problems, however, do not 
lend themselves to theoretical analysis and. in the 
main, must be examined empirically. For these em
pirical investigations substantial computing facilities 
are necessary. These should be available with the 
introduction of computer processing of the overseas 
trade statistics. For instance, computer processing will 
mean that it will be possible, if desired, to construct the 
indices from the fully detailed commodity and country 
information available on the tabulation sheets rather 
than the partially summarised information in the Trade 
Accounts, and in general, to examine more compre
hensively than hitherto the problem of the most 
satisfactory level of aggregation of the individual series 
used in the indices. Increased fineness of commodity 
and country detail would help to lessen the difficulty 
over heterogeneity of commodity content in the 
headings; against this, the use of headings having a less 
comprehensive coverage would mean that the number 
of shipments a month covered by each heading were 
fewer and this might lead to unrepresentative results for 
these individual series. It is hoped that empirical 
investigations may suggest a position approximating 
more closely to the optimum in regard to this problem.

Comparison o f 1961-based indices with 1954-based indices
Table 2 compares, for the main commodity groupings 

of United Kingdom imports and exports, the unit 
value and volume changes over the period 1954-1961, 
as given by the new and the old index series.

A part of the difference in these results is probably 
due to the difference in commodity coverages in the 
1961-based series and the 1954-based series. However, 
changes in the trading pattern of these two years are 
probably sufficient to explain the differences in the
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U n it  va lue  and  vo lu m e  changes between 1954 and 1961
1954 =  100

TA BLE  2

Unit value Volume

1954- 1961- 1954- 1961-
based based based based
index index index index

Im p o rts
Food, beverages and tobacco 

(Sections 0 and 1)
Basic materials (Sections 2

94 92 121 121

and 4) ... ... ... 95 96 102 104
Fuels (Section 3) ...........
Manufactured goods (Sec

96 91 164 160

tions 5 to 8) ........... 107 102 195 201

Total (Sections 0 to 9) 97 96 135 137

E x p o rt s
Non-manufactured goods

(Sections 0 to 4 ) ...........
Manufactured goods (Sec

97 95 118 121

tions 5 to 8) ...........
of which Chemicals (Sec

115 113 129 126

tion 5)
Textiles (Division

95 88 198 177

65^ ... ... 106 105 73 71
Metals (Divisions 

67 to 69) 
Machinery and

117 I I I 139 133

transport equip
ment (Section 
^̂ ) ... ... 122 121 133 133

Total (Sections 0 to 9) 112 n o 125 123

index numbers which are, in fact, for a seven-year 
period, small relatively to the differences which often 
arise in practice from different weighting patterns.

With index numbers of prices or volumes it fre
quently, though not inevitably, happens that when 
measuring changes over a period, and particularly a 
long period, the index with weights of a distant year 
is greater than the index with more up-to-date weights. 
Broadly, this relation holds when the consumption 
rises, or falls, of those commodities whose prices 
have risen relatively less, or more, respectively. The 
results of previous rebasings have shown that, more 
often than not, this state of affairs applies to United 
Kingdom overseas trade. In the case of the 1954- 
1961 period, the only exception to this situation 
is the volume index for imports, and this exception is 
probably largely due to the extensive changes in the 
coverage of the index. In the case of the other three 
total indices, the 1954-based indices are greater than 
the 1961-based indices. This relation is also true of 
almost all the sub-indices which are given in Table 2, 
and, indeed, it also applies to the vast majority of 
indices at lower levels of commodity aggregation which 
are derivable from the working sheet calculations of 
these index numbers.

The changes since 1961, as measured by the new and 
the old series, are very similar.
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121

201

137
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126

177

71

133
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Extracted from Economic Trends, No. 121, November 1963.

Passenger transport in Great Britain

Statistics of passenger transport and travel by road, 
rail and air have appeared in various publications of 
the Ministry of Transport and other government 
departments for a number of years but, apart from the 
summaries which are given in the Monthly Digest o f 
Statistics and the Annual Abstract o f Statistics, until 
the recent booklet(i) was issued by the Ministry of 
Transport no previous attempt had been made to bring 
together the detailed information concerning passenger 
transport in this country. A comprehensive series of 
statistics on transport and travel over the last ten 
years is now available in the new publication which 
also contains detailed information for each mode of 
transport—rail, public service road vehicles, private 
road vehicles and domestic air.

In these statistics, passenger movements are measured 
in terms of the number of journeys undertaken and the 
passenger miles performed by the various means of 
transport. Since the estimates of passenger mileage 
have recently been revised, one of the purposes of this 
article is to describe the methods now used to estimate 
passenger mileage by road and rail; this is done in 
Part I. In Part II the trends in passenger transport 
revealed by the statistics are examined. Part III contains 
a summary of the changes which have occurred in the 
structure of public transport in the last ten years and 
includes an account of its position in 1962, the year 
before the report on The Reshaping o f  British Railways 
appeared. Part IV of the article considers the contri
bution of public service road passenger operation to 
the national economy.

1. THE ESTIMATION OF PASSENGER MILEAGE BY ROAD AND
RAIL 1952-1962 

Private road transport
Previous estimates of passenger mileage by private 

transport have used the information concerning vehicle 
mileages obtained from traffic counts and have assumed 
a constant average occupancy of IJ  persons (including 
the driver) per car and 1  ̂ persons per motor cycle. 
The survey of motoring undertaken in October 1961(2) 
showed, however, that the estimate of car occupancy 
had been considerably understated; in October 1961 
the average occupancy over the whole week was 
1*93 persons with the following occupancy rates for 
different days of the week and different journey 
purposes.

Car occupancy rotes October 1961
Monday-Friday.................... ... 1-69
Saturday .................... ... 2 27
Sunday ............................. ... 2-63
Journey to w ork ........... ... 1-54
Journeys in course of work ... ... 1 35
Other journeys ........... ... 2-39

(’) Possenger Tronsport in Great Rritain, 1962 (H.M.S.O.).
(*) The preliminary results of this Survey were described in 

an article ‘Motor car ownership and use’ in the June i963 
issue of Economic Trends.

Revised estimates of passenger mileage could best 
be made by combining these occupancy rates with 
detailed figures of the vehicle mileages run by motor 
cars, analysed by day of week and type o f  journey, 
in each month of each year. The present system of 
continuous automatic traffic counts at selected points 
on the road system, supplemented by periodic manual 
counts at those points, provide data on vehicle mileages 
by day of week, month and year from 1958 onwards; 
the less comprehensive traffic counts which occurred 
before 1958 provide some information for earlier years, 
but previous to October 1961 no data are available 
concerning mileage by journey purpose.

In the absence of data on journey purpose, the 
traffic data analysed by day of week were examined 
to see firstly how far the distribution of traffic between 
weekdays and weekends in October may be taken as 
typical of the annual distribution, and secondly, how 
far the distribution of traffic between weekdays and 
weekends has changed over the last ten years.

The weekday/weekend pattern in October was 
examined for two years, 1958 and 1962, and found to 
be close to the annual pattern. There was also found 
to be little change in pattern between the two years. 
For the years before 1958, the information is very 
sketchy but some evidence was found of a slow rise 
in the proportion of the week’s mileage that was 
run at the weekend. The rise was more marked for 
Sunday than for Saturday, and is consistent with the 
belief that the amount of private motoring grew far 
more rapidly than business motoring after the ending 
of petrol rationing which particularly restricted private 
motoring.

It is not possible to use the traffic data to give any 
measure of variations in vehicle mileage by journey 
purpose either in the course of a year, or between one 
year and another, and it is possible to consider only 
in a general way how this may have changed over the 
ten years and how it may have affected vehicle occupancy.

For Saturday and Sunday traffic, it is reasonable to 
assume a broadly similar pattern of usage and therefore 
of occupancy to that found in October 1961. This 
ignores, for example, the likelihood that the spread 
of the five-day week has reduced the proportion of 
journeys to work on a Saturday, but the effect of this 
and other factors upon the week’s total passenger 
mileage is not very great.

For weekday traffic, it has been assumed that, for 
each of the three main purposes of journey (to work, 
in course of employment, other), the average occupancy 
has remained unchanged throughout the period. 
Furthermore, in view of the stability in the daily pattern 
since 1958, it has been assumed that the proportion 
of weekday mileage accounted for by each of these 
three types of journey has been more or less static 
over the period 1958 to 1962. For earlier years, however, 
a distribution which gives a much greater weight to
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journeys in the course of employment on weekdays 
has been assumed.

The results of these assumptions is to show a small 
increase in average annual vehicle occupancy from 
1952 to 1958 but a constant average from 1958 to 1962. 
Thus, when deriving the present estimates of passenger 
mileage by combining occupancy rates with the vehicle 
mileage shown by the traffic counts, a uniform rise in 
the average car occupancy rate between 1952 and 1958 
has been used, but the rate for the period 1958 to 
1962 is the same as that shown by the first results of 
the 1961 motoring survey, i.e. 1-93 persons. As in the 
previous series, motor-cycles and other two-wheeled 
motor vehicles have been assumed to carry, on average, 
U  persons throughout the period.

When the results of all four quarterly motoring 
surveys are available this calculation will be re-examined, 
but the comparison of the October 1961 distribution 
of traffic over weekdays and weekends with the annual 
pattern suggests that any amendment resulting from 
this change will be small. It is most likely to affect 
the level of each year’s figures by an equal amount, 
not the change over the period.

Public service vehicles
Statistics of passenger journeys are collected annually 

by the Ministry of Transport from operators of buses, 
coaches, trams and trolley-buses. The information is 
comparatively easy for operators to compile and the 
most common method is to base the number of passenger 
journeys on the number of tickets issued, although 
some operators may have to make allowances for more 
than one ticket issued for a single journey. This com
plication arises when the fare paid is outside the 
range of the ticket machines in use, and in the case of 
the London Transport Board for example, their 
allowance is based upon the results of periodic sample 
surveys carried out on the vehicles to show the pro
portion of passengers issued with more than one 
ticket.

A return ticket or a ticket for a round trip (out and 
home) is reckoned as two passenger journeys, a weekly 
ticket as twelve journeys and a monthly ticket as 
fifty journeys. Children are counted as full passengers. 
Where tickets are not issued to passengers, for example 
on contract work or private hire, operators are asked 
to state the number of passengers carried, counting 
a return or circular journey as two passengers.

Statistics of passenger mileage are not collected in 
the Ministry’s annual inquiry and only two operators 
compile and publish estimates of their passenger 
mileage; these are the nationalised undertakings, 
namely the London Transport Board and the Transport 
Holding Company (which now controls the former 
British Transport Commission’s Provincial and Scot
tish services).

The Transport Holding Company bases its estimate 
on a method which entails calculating the receipts 
obtained on each different category of ticket (child or
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adult, on single or return journeys, on stage services, 
express services, etc.) and then dividing the total 
receipts in each category by an estimated average 
charge per mile for that category.

The method employed by the London Transport 
Board is also based on receipts. A ‘miles per £ of 
receipts’ factor is compiled for each level of fares. 
Each factor is then weighted to allow for the differing 
volume of traffic at each fare level, and a single weighted 
miles per £ factor is derived covering all fare levels. 
The weights used are based on periodic analyses of 
tickets sold at each level of fares. This calculation is 
made for adult and child passengers separately and 
when the two overall factors are combined an allowance 
is made for the different volumes of child and adult 
passengers. The final, all passengers, miles per £ factor 
when multiplied by total receipts in any given period 
gives the estimated passenger mileage.

Thus, passenger mileage figures are available for the 
London area and also for the area served by the 
Transport Holding Company, which is a mixture of 
the rural and smaller urban areas. Since numbers of 
passengers carried by these two operators are also 
known, if the passenger mileage of each operator is 
divided by the number of passengers each of the 
operators carried, an estimate of the average length of 
journey in the London area and also in the provincial 
areas is obtained.

The statistics of passenger journeys collected for the 
country as a whole are then divided into two groups, 
one group including the main urban areas, the second 
group comprising the rest of the country. By multiplying 
the total for the first group by the figure of average 
length of journey in the London area, an estimate of 
total passenger mileage in Britain’s main urban areas 
is obtained; a similar calculation of provincial journey 
length multiplied by the total passenger journeys in 
the second group gives an estimate of passenger mileage 
for the remainder of the countiy. The two figures 
combined give the national estimate of passenger 
mileage by public road passenger transport.

Rail
On British Railways and on London Transport 

Railways, ‘season ticket’ passenger miles are obtained 
by multiplying journeys by an average distance per 
journey. Other passenger miles are obtained by dividing 
the receipts from each of a number of fare categories 
of tickets by the appropriate average receipt per 
passenger mile. The average distance per season ticket 
journey and the average receipt per passenger mile 
for other fare categories are derived from periodic 
tests.

II. TRENDS IN PASSENGER TRANSPORT 1952-1962 
The estimates of passenger mileage, together with 

other information given in the Ministry of Transport s 
new publication, show that the most striking feature 
of passenger transport in the years 1952-1962 is its
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3t logether7̂ ^

s

It the ,̂ 2-l5h2
the)rcars

IS its

]

growth. It is estimated that transport and travel has 
increased by more than half in the last ten years, from 
about 110 thousand million passenger miles in 1952 to 
170 thousand million in 1962. This large increase in a 
comparatively short period is all the more remarkable 
when compared with the growth of transport and 
travel at previous times from 1840, the start of the 
railway era.

It is estimated that before the advent of the road 
motor vehicle at the turn of the century, passenger 
movement in this country had probably reached only 
about 20 thousand million miles per annum. Then, 
from about 1905 onwards, with the growth of road 
transport by public and private vehicles, it grew rapidly 
to reach about 75 thousand million passenger miles 
in J930. During the depression years of the thirties, 
the war years 1939-45 and the years immediately after 
the war when private motoring was restricted, passenger 
transport was rising only moderately and in 1949 it 
totalled just over 100 thousand million passenger miles. 
During 1950 restrictions on private motoring were 
lifted and there was an immediate rise in total transport 
and travel; the average rate of increase in the early 
fifties was about 4 per cent, per annum. This growth 
was maintained until 1957, when private motoring was 
restricted at the time of Suez, only to resume at a 
slightly faster rate for the period 1958-62.

The detailed figures for the years 1952-62 are re
produced in Table 1 and the trend in passenger mileages 
from 1840 onwards is shown by the accompanying 
graph. The figures for the years before 1938 are very 
rough estimates based on statistics of passenger 
journeys by rail, using estimates for average length of 
journey, and on numbers of motor vehicles in use, 
using estimates for annual vehicle mileage and average 
occupancy rate.

As Table I shows, the main increase in passenger 
transport in recent years has been in private transport. 
Numbers of motor-cars in use and the vehicle mileages 
performed have increased more than H  times since 
1952. Moreover, it is estimated that as ownership 
widened (more household cars and relatively fewer 
business cars), the average number of passengers 
carried per journey increased, so that passenger mileage 
performed in cars has very nearly trebled in the last 
ten years. Numbers of motor-cycles in use have also 
increased; there were twice as many in 1962 as in 
1952, but the growth of cycle ownership seems to 
have slackened off in the last few years and the number 
in use showed a small drop between 1961 and 1962.

The growth of travel by car and motor-cycle has 
brought a marked change in the share of private 
compared with public transport. In 1952 private 
transport accounted for only a third of all passenger 
movements in this country; by 1958, the shares of 
public and private transport were about equal, and in 
1962 private transport accounted for over 60 per cent, 
of all passenger transport.

With rising incomes, increased leisure and ending

of petrol rationing, the desire for travel was bound to 
increase in the fifties. Had private transport not been 
available, public transport would have benefited rather 
more than it has from this growth, but it is unlikely 
that passenger transport would have increased to the 
extent it has without the motor-car. The growth of car 
and motor-cycle ownership has generated demands 
for transport and travel which would probably not 
have arisen in the absence of private means of trans
port. Despite the very large increase in passenger 
mileages by car and motor-cycle, however, until 1962 
the railways were carrying as many passengers as in 
1952, and although transport by public service road 
vehicles has fallen by 15 per cent, most of this decline 
has been on stage services in the main urban areas 
(probably at off-peak times). Other bus services such 
as express services and contract work have shown a 
substantial increase in numbers of passengers carried.

Costs and prices
Since public transport is essentially a service industry 

it is perhaps not surprising that labour costs are the 
largest single item of its costs. It is estimated that 
labour costs were 61 per cent, of total railway working 
expenses (depreciation included) in 1962, and the 
detailed information available concerning expenditure 
by the larger operators of public service vehicles 
shows that salaries and wages and national insurance 
contributions formed 67 per cent, of their total current 
expenditure.

The high proportion of wages and salaries in total 
costs makes both rail and public road transport fares 
particularly sensitive to increases in wage rates which 
are not offset by increased productivity. As the graphs 
show, average wage rates on the railways have risen by 
about 69 per cent, in the last ten years and the increase 
in the wage rates of drivers and conductors employed 
by the larger bus operators has been 63 per cent. The 
rise in fares is almost of the same order, rail fares 
have risen by 67 per cent, and stage service bus fares 
by about 55 per cent.

By comparison, the running costs of cars and motor
cycles have increased by only 16 per cent, since 1952 
and, following the purchase tax reduction, prices of 
new and secondhand cars were actually lower in 1962 
than in 1952.

It is not suggested that the changes in relative prices 
are a major cause of the decline in the share of public 
transport in total transport, but fare increases may cause 
a certain amount of consumer resistance, especially 
when they are increasing at a much faster rate than 
many of the other items of consumer expenditure. In 
the case of public road transport, it is estimated that 
fare increases on express services, contract work and 
excursions and tours (where wages are probably a 
much smaller part of total costs) have been much 
less than the 55 per cent, increase recorded for stage 
services, and express and contract work has grown 
and tour services have shown stability over the last ten
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III. P U B L IC  T R A N SPO R T

As the share of public transport in total passenger 
transport has declined, changes have occurred in its 
structure. The railways closed 1,670 passenger stations 
between 1952 and 1962 and reduced the nunlber of 
passenger carriages and seating capacity by a fifth. 
Route mileage open to passenger traffic has declined 
by 1,770 miles since 1956, the earliest date for which 
the information is available. More than half the 
decline in route mileage has occurred in the Western 
Region alone.

Public road transport, on the other hand, has not 
contracted significantly in the last ten years except

perhaps in particular areas, notably London. The 
number of public service vehicles in Great Britain in 
1962 was only 6 per cent, fewer than in 1952, and 
because of the trend to larger vehicles total seating 
capacity was unchanged. The number of operators 
has increased slightly.
The position in 1962

In 1962 the railways had nearly 4,600 stations and 
just over 13,000 route miles open to passenger traffic. 
The number of passenger carriages was 38,000, with 
an estimated capacity of just over 2 million seats; 
train miles run in passenger service totalled 254 million. 
On the roads, there were some 78,000 vehicles on public 
service licence with an estimated capacity of 3 • 8 million 
seats. The vehicle mileage run in service was nearly 
2,400 million.

Railway fares and average wage ra tes 1952*1962
Great Britain
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Bus and coach fares(^) and average wage rates 1952-1962
G reat Britain  

Index 1953 =  1C

( ') Stage services only.

The number of passengers carried by rail totalled 
If  thousand million, although this includes some 
double counting of passengers travelling on through 
journeys between British Railways and London 
Transport Railways. Total receipts from passenger 
transport were £191 million. The average length of a 
journey on British Railways was just under 20 miles 
and on London Transport Railways about miles.

Passenger journeys by public road transport totalled 
13 thousand million, of which 7f thousand million 
occurred on stage services in the main urban areas 
(London Transport’s central buses and the stage 
services operated by the municipal undertakings) and 
5 thousand million on stage services in other areas; 
the remaining 500 million journeys were on express 
services, contract work and excursions. Total receipts 
from road passenger carrying were £341 million. The 
estimated average length of a bus journey on stage 
service outside the main urban areas was 4 to 5 miles; 
in London it was just over 2 miles.

Public service vehicle operators are relatively 
numerous. There were over 5,1(X) operators in 1962, 
but 3,750 had fleets of not more than 5 vehicles and 
altogether they accounted for only 10 per cent, of 
all vehicles. At the other end of the scale the British 
Transport Commission (including London Transport) 
operated 29 per cent, of all vehicles, and there were 74 
other operators with fleets of over 100 vehicles who 
together accounted for a further 37 per cent, of all 
vehicles. Thus, two-thirds of the total number of 
vehicles on public service licences in 1962 were run 
by 75 operators. And there is even greater concentration 
in the provision of stage services; the 75 large operators 
carried nearly 90 per cent, of all passengers travelling 
on stage services in 1962.

IV. CONTRIBUTION OF PUBLIC SERVICE ROAD PASSENGER
OPERATION TO THE NATIONAL ECONOMY

About 270 thousand people are employed in road 
passenger transport (including taxis and car-hire).
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representing a little over 1 per cent, of the total 
employed labour force. This compares with about 
230 thousand employed in road haulage contracting 
and about 440 thousand employed on the railways. 
In all, about 7 per cent, of the employed labour force 
works in the transport and communication industry 
(these figures exclude people employed in the transport 
departments of firms engaged in other activities).

A more precise estimate of the contribution of public 
service road passenger operation to the gross domestic 
product can be obtained from the detailed financial 
returns submitted annually to the Ministry of Transport 
by the larger operators of public service road vehicles, 
the returns giving details of operations of large and 
small operators, and supplementary information 
gathered from various other sources such as the 
annual reports of the British Transport Commission 
and Local Authority Transport Undertakings. These 
provide the basis for an estimate of the net output of 
public service vehicle operation. ‘Net output’ or ‘value 
added’, is the term used in national income accounting 
to measure the contribution which a particular industry 
makes to total national output. It is computed by 
deducting from the total value of output of an industry 
(gross output) the contributions which other industries 
make to the production of that output.

Thus, as Table 2 shows, the gross output of public 
service road transport in 1961 was valued at £334 
million. It consisted of £330 million receipts from 
passenger carrying and £4 million from sundry sources, 
mainly advertising. In the process of earning this 
income, however, it is estimated that purchases amount
ing to £82 million were made from other industries 
and £6 million were paid in indirect taxes (excluding 
the fuel tax). The net output of public service road 
transport in 1961 was, therefore, £246 million (£334 
— £88 million); this is valued at factor cost and includes 
depreciation. In percentage terms, the contribution 
to the gross domestic product was 1 per cent.

The largest single purchase made by public service 
operators was £42 million for fuel and oils from the 
petroleum industry; this amount includes fuel tax 
which it is estimated totalled about £25 million in 
1961. On investment account, purchase of vehicles 
from the motor vehicle industry totalled £21 million.

/4 .

Public service vehicle operation 1961
TA BLE 2  ̂million

Sales to other industries and to final buyers
Receipts from passenger c a r ry in g ..................................
O ther income . . .  . . .  . . .  . . .  . . .

Gross output ................................................................................

330
4

334

Purchases
From other industries:

Petroleum .................................. 42(')
Rubber .................................. ••• *«> 7
Electricity .................................. ••• ••• ••• 4
insurance . ••• >«> 2
O ther industries ••• ••• 27

82

Indirect taxes:
Local authority rates ••• 3
Motor vehicle licences «•« 2
P.S.V. road service and other licences ................... 1

6

Total p u rch a se s .................................. ••• ••• ••• 88

N et output (gross output /ess purchases) ................... 246
of which:
Income payments:

Salaries and wages(^) ••• 201
Other (net profit, interest, etc.) 24

Depreciation ##• ##9 21

Capital expenditure

Motor vehicles ••• 21
C o nstructio n .................................. • #•# ### 5

ther . . .  . . .  . . .  . . . ••• *t# 1

otal . . .  . . .  . . .  . . . ••• ••• 27

(')  O f which about £25 million represents hydrocarbon oils tax. 
(*) Including employers’ contributions to national insurance 

and heaith, and to superannuation schemes.

In addition, there were probably some purchases ot 
spare parts (items of current expenditure) from the 
vehicle industry, but it has not been possible to estimate 
these separately and they have been included with 
purchases from ‘other’ industries in Table 2. These 
‘other’ industries probably consist mainly of those 
industries associated with motor manufacture and the 
motor repairing and garage service trades.

Ministry o f Transport
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Extracted from Economic Trends, No. 124, February 1964.

Developments in official economic statistics, 1957-1963

An article in the May 1957 issue of Economic Trends 
dealt with a number of new developments in official 
statistics which had been initiated, or were in prepara
tion, in carrying out the programme for the improve
ment of statistics announced in the House of Commons 
on 1 August 1956 by the then Chancellor of the Ex
chequer. This programme has now been completed 
and a number of other developments have been under
taken in the light of experience and to meet changing 
requirements. Most of these changes were described 
at the time they were introduced, either in articles in 
Economic Trends or elsewhere. The object of the 
present article is to provide, in summary form, a note 
of the main changes and developments which have 
taken place during the seven-year period.

As will be seen, there have been considerable develop
ments in short period statistics not only in the amount 
of information collected but also in alternative pre
sentations of the data in seasonally adjusted form and 
in terms of constant prices. Work on a scale hitherto 
impracticable has been undertaken with electronic 
computers on methods of removing the effects of 
seasonal and other short period fluctuations to make 
interpretation easier. The measurement of volume 
changes by providing constant price series parallel with 
those at current prices has also been considerably 
extended. These elaborations have taken place in most 
sections of economic statistics.

In particular fields it will be seen that quarterly 
estimates of the national income have been introduced 
and further developed and that there has been a con
siderable increase in the amount of information col
lected on financial statistics following the recommenda
tions of the Radcliffe Committee. Substantial changes 
have taken place in balance of payments statistics as 
Exchange Control sources of information have been 
replaced, and as the presentation has been changed 
towards a real flows basis. At the same time the 
measurement of overseas investment has been extended 
and improved.

I NATIONAL INCOME AND EXPENDITURE

The main work in this field has been the development 
of quarterly estimates of national income and expendi
ture and, more recently, the first steps towards extending 
the national accounts to include financial statistics.

Quarterly figures of consumers' expenditure have

166

been published since 1947 but for most of the other 
components of the national accounts new returns had 
to be instituted. These included the quarterly enquiries 
into expenditure on fixed capital and on stocks des
cribed in more detail below, similar information from 
public corporations, a quarterly enquiry into company 
profits conducted by the Board of Inland Revenue, 
quarterly returns of current and capital expenditure on 
a sample basis from local authorities, and more detailed 
quarterly figures from government departments.

The quarterly national accounts were built up 
gradually, as the necessary information became avail
able. Quarterly estimates of the various forms of final 
expenditure, adding up to the gross domestic product, 
were first published in January 1957 and the corres
ponding estimates of factor incomes (wages and 
salaries, profits and rent) were added in 1958. In 1959 
the quarterly estimates of all the various forms of final 
expenditure, and of the gross domestic product, were 
presented at constant as well as at current prices. In 
1960 seasonally adjusted estimates were published both 
for the various forms of expenditure at constant prices 
and for factor incomes. Finally, in 1963, the publication 
(as part of the improvement in balance of payments 
statistics mentioned below) of quarterly figures of 
interest, profits and dividends paid or received from 
abroad made it possible to give quarterly estimates of 
gross national product as well as of gross domestic 
product.

Since their inception, the quarterly national accounts 
have been published regularly in the Monthly Digest o f 
Statistics and, with a commentary, in Economic Trends.

In the annual Blue Books on National Income and 
Expenditure a number of tables have been expanded 
to give additional detail. Some of the new series which 
have become available through the expansion of 
financial statistics have been incorporated in the capital 
account of the personal sector and, since 1961, tables 
have been included showing the sales of financial assets 
by the public sector, as a whole, to the private sectors 
of the economy and to the rest of the world.

II PRODUCTION, FIXED INVESTMENT, 
STOCKS AND DISTRIBUTION

Agricultural output
A new index of agricultural output was introduced 

in 1960. It is, like the index of industrial production, a
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quantum index and replaces the old series which 
covered the period from before the war to 1962/63 
and which had became progressively less reliable 
owing to changes in price relativities and other factors.

The new index, described in Economic Trends, March 
1960, measures year-to-year changes in the value 
added (at constant prices) by farmers, landowners and 
farm workers to all the goods and services purchased 
from outside the agricultural sector, whether from 
abroad or from other industries within the United 
Kingdom. It incorporates some 250 items of agricultural 
and horticultural output, each carrying its own base- 
period weight. Some allowance has been made for 
quality differentials and, where it is important, for 
seasonality of price. The input items, some 400 in all, 
cover feedingstuffs, seeds and livestock, as in the old 
index, as well as machinery repairs and depreciation, 
fuel and oil, fertilisers, maintenance work and numerous 
other goods purchased and services rendered. The 
weights used are based on prices averaged over the 
three-year base period 1954/55-1956/57. The index has 
been calculated for years from 1953/54 onwards, and 
overlaps the old index between 1953/54 and 1962/63 
inclusive, although the two series are not strictly 
comparable.

Censuses o f production and distribution
Censuses of Distribution have been taken for 1957 

and for 1961 in continuation of the programme recom
mended by the Committee on the Censuses of Produc
tion and Distribution, and a full Census of Production 
was taken for 1958 (and is being taken for 1963) on the 
quinquennial programme.

These censuses, together with the large-scale inquiries 
which have been undertaken for the wholesale trades 
and for service trades such as property owning, catering, 
the motor trades and shipping, provide the bench
marks for many of the monthly and quarterly inquiries 
regularly made by the Board of Trade into industrial 
production, retail sales, the turnover of service trades, 
fixed investment and stocks.

Changes have been made in the conduct of the 
censuses, particularly to reduce their cost both to the 
government and the business community without 
damage to the information required by the government. 
In the Census of Production relating to 1958, full 
information was collected only from firms employing 
25 or more persons instead of from firms employing 
11 or more persons as in earlier censuses; establish
ments providing the detailed returns still accounted 
for 94 per cent, of total employment in 1958. In indus
tries where smaller firms were important, simple 
particulars of output etc. were obtained from a sample 
instead of, as previously, from all these firms.

The Census of Distribution for 1961 was limited to 
retailing together with hairdressing, footwear repairing, 
laundering and dry cleaning. The enumeration of 
establishments was carried out in conjunction with the

^ 4

taking of the Census o f Population in April 1961. All
businesses in the retail trade were asked to give certain 
simple information, including their turnover, but only 
about 1 in 20 were asked for more detailed information, 
estimates for the whole field being made from this 
sample.

The Census of Distribution report contains new 
information about the number of retail outlets for 
particular commodities, and about trade in major 
shopping centres in large towns.

The index o f industrial production
Following the introduction of the revised Standard 

Industrial Classification in 1958, it was decided to 
revise and rebase the index of industrial production, 
which by then covered a period of over ten years from 
its base year of 1948. The main changes made were:

(i) The industries covered by the index were classified
and grouped according to the revised Standard 
Industrial Classification.

(ii) Weights based on the results of the full Census
of Production for 1954 were substituted for 
those previously based on the Census for 1948. 

These changes were applied, retrospectively, to monthly 
indices from January 1954 and to annual indices from 
1946. These new indices replaced those previously 
published based on 1948.

The general structure o f the index remained un
changed, but a number of new or improved production 
series were incorporated. A wider range o f price indices 
was also available to deflate series relating to value of 
production. The principal change in the series used for 
the revised index was the introduction from January 
1958 of a more comprehensive set of statistics for the 
engineering industries. Previously, current statistics 
for these industries had been based on a large number 
of separate forms, each covering a separate category 
of products. The figures for certain items were incom
plete, some types of production were not covered and 
many forms were completed only at quarterly, or even 
six-monthly, intervals. Since January 1958 a repre
sentative sample of over 800 firms has provided monthly 
returns, and quarterly returns are received from about 
3,000 firms. These returns cover total deliveries and 
orders analysed under a number of headings for broad 
categories of products. The results of this inquiry are 
published in a regular series of articles in the Board o f  
Trade Journal under the title ‘Orders, deliveries, 
production and exports in the engineering industries'.

The results of the full Census of Production for 1958 
provided the occasion for the next re-weighting of the 
index, which was carried out during the course of 1961. 
Again, some improvements and additions were made in 
the series used, but the changes on this occasion were 
few. The recalculation was carried back to January 
1958 and the new indices replaced those previously in 
existence for this period, which were based on 1954. 
Thus the current 1958-weighted index covers the
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period from January 1958, while earlier years are 
covered by the 1954-weighted index. It is expected that 
the present index will continue unchanged until the 
results of the 1963 Census become available, when it 
will again be revised and re-weighted in accordance with 
those results.

Orders
Considerable developments have taken place in 

statistics o f orders in industry. Figures are collected, in 
association with those for deliveries, from most indus
tries which are known to produce to order. Two of the 
main groups of these industries are engineering, whose 
order figures have been referred to above, and textiles 
and clothing, for which an index of orders is regularly 
published in the Board o f  Trade Journal.

A new series of statistics of new orders obtained by 
contractors, collected quarterly by the Ministry of 
Works, was described in the April 1958 issue of Economic 
Trends. Because this information is needed quickly on 
both a national and a local basis, statistics o f new 
orders will be collected monthly, starling in January 
1964. Information will also be collected about the 
location of projects.

Only a proportion of private houses are built to 
individual order but the Ministry o f Works has, since 
1960, carried out a half-yearly enquiry into builders’ 
intentions (and those of property developers who are 
not builders) concerning private housebuilding in 
Great Britain. The results of these enquiries are given 
to the Press.

Fixed investment
The estimates of capital expenditure of manu

facturing industry and of the distributive and service 
industries have been improved. In particular, the 
annual inquiries into the distributive and service 
trades have been continually expanded to cover a wider 
field, both by including new industry groups and by 
extending the coverage of the major industry groups 
into the field of unincorporated businesses. Quarterly 
figures of fixed investment by both manufacturing 
industry and the distributive and service industries 
are provided by a panel of contributing businesses 
which, in the case of manufacturing, now covers about 
two-thirds of the total fixed investment; in the distri
butive and service industries coverage varies con
siderably, being higher for example in the shipping 
industry and much lower in some of the minor service 
trades. The quarterly series are now produced in 
seasonally adjusted and constant price form.

Information is also collected regularly from the 
contributing panel of businesses about expected capital 
expenditure. Until recently the earliest information 
about expected expenditure in the coming year had 
been obtained during the summer of the previous year, 
but the inquiry has recently been extended to obtain 
information about expected capital expenditure some 
twelve to fifteen months before the beginning of the 
year. 168

Stocks
Since 1957, the stocks figures of manufacturing 

industry and of the distributive and service trades have 
been improved. Annual figures obtained in the Censuses 
of Production and in the Inquiries into the Distributive 
and Service Trades now cover a wide range of activity 
throughout private industry. The sample of businesses 
for the quarterly figures has been progressively extended 
and now covers, in the case of manufacturers, about 
two-thirds of total stocks, but somewhat less for whole
salers and retailers. Quarterly figures are produced at 
book values, and at 1958 prices seasonally adjusted.

Some manufacturing companies make monthly 
returns of their stocks. As their number is fairly small, 
however, the monthly series is not necessarily a close 
guide to the movement in stocks of all manufacturing 
industry and is in consequence not published.

Retailing and service trades
The size and coverage of the sample of businesses 

giving monthly retail sales figures has been improved 
and the estimates have been rebased successively on the 
results o f the 1957 and 1961 Censuses of Distribution. 
For total retail trade and for broad groups of trades the 
estimates are now published in seasonally adjusted and 
constant price form. Estimates of total retail stocks, 
based on returns received from large retailers, are now 
published monthly.

A monthly series of the turnover of the catering 
trades, including licensed houses, is now published. 
This series, based on the experience of a panel of 
contributors, extends back to 1960, when there was a 
bench mark survey as part o f the Inquiry into the 
Distributive and Service Trades.

Based upon a benchmark inquiry taken in respect 
of 1962 a new monthly series on the turnover of the 
motor trades is being started as from January 1963. 
Similar series on the turnover of the hairdressing, 
laundering and dry cleaning trades based upon the 1961 
Census of Distribution are also being started.

Ill EMPLOYMENT, WAGES, HOURS AND EARNINGS

The main recent developments in labour statistics 
have been the collection by means of regular sample 
enquiries of new information about the occupational 
structure of manufacturing industry, and information 
about occupational earnings in these industries. 
Regular statistics of movements in average salaries in 
a wide range of industries are also now collected and 
published.

New indices of hours worked, of average wages and 
salaries and of changes in wage rates have been com
piled and published and many of the principal series 
of labour statistics are now analysed on a regional 
basis and published in the quarterly bulletin Statistics 
on Income., Prices  ̂ Employment and Production.
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Employment
In May 1963 the Ministry of Labour made the first 

of a new annual series of enquiries into the occupations 
of employees in manufacturing industries (except 
shipbuilding and construction, for which information 
was already available). There was urgent need o f such 
a series for the detailed examination of problems of 
labour supply and industrial training; in particular, 
up-to-date information was required about the numbers 
of skilled workers, apprentices and others being trained.

The enquiry was made, on a sample basis, under the 
Statistics of Trade Act, 1947, and the results relate to 
all employees in firms with 11 or more workpeople. 
Information was obtained for each of 34 occupational 
categories from firms in metal manufacture, engineering, 
vehicles and metal goods, and for 17 categories from 
firms in the remaining manufacturing industries. (In 
future, the Ministry plans to collect information for 
about 25-40 occupational categories in each manu
facturing industry). Separate figures were obtained for 
male and female employees, apprentices (where 
appropriate), and others being trained. Tables giving 
the results o f the enquiry for the metals group of 
industries were published in the December 1963 issue 
of the Ministry o f Labour Gazette; comparable tables 
for the rest of manufacturing industry will be pub
lished early in 1964.

Between 1957 and 1961 estimates were published 
each year of the number of women in part-time employ
ment in manufacturing industries at the preceding 
mid-year. Part-time employment is defined as ordinarily 
involving not more than 30 hours work per week. For 
each of the orders of the Standard Industrial Classifica
tion, and for some o f the principal industries, the 
number of women in part-time employment and the 
percentages they form of the total number o f females 
employed in each industry were shown. In the December 
1962 Gazette an analysis was made of changes in the 
part-time employment of women in manufacturing 
industries over the years 1950-1961. The statistics are 
based on information provided by employers each 
quarter, in conjunction with estimates o f the numbers 
employed in the relevant industries. Since 1962, 
quarterly figures have been published.

Surveys were made by the Ministry of Labour at the 
beginning of 1959 and 1962, (as in 1956), of qualified 
scientists and technologists employed in manufacturing 
and construction industries, industrial research associa
tions, nationalised industries and public corporations, 
central government, local authorities and educational 
establishments, covering about two-thirds of all such 
persons in the population. In these surveys employers 
were asked to estimate their requirements three years 
ahead. The results were published in Reports o f  the 
Committee on Scientific Manpower o f the Advisory 
Council on Scientific Policy (Cmnd. 902 and 2146).

Forecasts of working population 
Forecasts of the future working population of the

4

i  }

United Kingdom and of Great Britain have been 
published since 1962. These have been based on pro
jections of the total population prepared by the Govern
ment Actuary. Separate figures are given for males, for 
married females and for single, widowed and divorced 
females, analysed by five-year age groups, and they are 
revised annually. The latest forecasts, published in the 
October 1963 issue o f the Ministry o f Labour Gazette, 
relate to individual years up to 1973 and for the year 
1980. (Earlier forecasts were given in the September 
1962 issues o f the Gazette and o f Economic Trends).

Unemployment and unfilled vacancies
Since May 1958 quarterly analyses by occupations 

for Great Britain o f the numbers of adult workers 
wholly unemployed, and o f vacancies for adults 
notified to Employment Exchanges and remaining 
unfilled, have been published. Separate figures are 
provided for men and women, the occupational group
ing broadly following the lines o f the International 
Standard Classification o f Occupations. Latterly the 
tables have been extended to show separate figures for 
the nine administrative regions.

Since 1960 estimates o f normal seasonal movements 
in the monthly statistics of unemployment and unfilled 
vacancies in Great Britain have been published, and 
revised annually. They are given in the form of normal 
seasonal deviations (in hundreds) for each of the twelve 
calendar months, and also of normal seasonal changes 
between successive months. The unemployment esti
mates relate to persons, other than ‘school-leavers’ 
(i.e. for this purpose, those under 18 years of age who 
have not been in insured employment), registered as 
wholly unemployed at Employment Exchanges and 
Youth Employment Offices. Separate estimates are 
given for males and for females previously employed 
in seven industry groups and for totals of persons 
registered in each of the Ministry of Labour administra
tive regions. The vacancy estimates relate to all unfilled 
vacancies notified at these local offices. Separate esti
mates are given for adult men and for women, and for 
boys and girls under 18 years o f age and for the total 
of vacancies in each of the regions (see March and July 
I960, January 1961, January 1962 and January 1963 
issues of the Ministry o f  Labour Gazette and the March 
1960 issue of Economic Trends).

A survey, on a sample basis, of the characteristics 
of the unemployed—their normal occupations, mobility, 
training received, duration of employment, etc.—was 
made by the Ministry of Labour of persons on their 
local office registers on 21 August 1961. The results 
were published in the Ministry o f Labour Gazette in 
April and September 1962.

Wage rates, hours and earnings 
The Ministry of Labour now compiles and publishes 

each month in the Ministry o f Labour Gazette indices 
of (i) total weekly hours worked and (ii) average hours 
worked per head by operatives in manufacturing

169

■

i

f  V f  *!
. ' y

« •

■ '

% -

;  («>

•r?• F - .

S '



.  (

t

I4.V .V

V’ '> f!

lg
A VIL3

1 ^ ' ?

W^vS' *1

* s . i

'■'z

liS
1

I •

IS

i:

. I

industries. Both indices have been calculated for 
manufacturing industry as a whole (excluding ship
building and shiprepairing), and also for broad indus
trial groups within manufacturing industry. The 
indices relate to one week in each month. A full account 
of the method o f calculation, together with indices 
from 1956 onwards, was published on pages 305 to 307 
of the August 1962 issue o f  the Gazette. Subsequently 
the reference base was changed (to the monthly average 
of 1962 =  1(X)) and a complete series on the new base 
was published on page 404 o f the October 1963 issue 
of the Gazette.

The index o f normal weekly hours, which measures 
the average movement from month to month in the 
level o f normal weekly hours o f work in the principal 
industries and services, was officially published for the 
first time in September 1957 in the Ministry o f  Labour 
Gazette., in an article which described the construction 
of the index and gave a series o f  linked indices back to 
1920. A similar article on the index o f hourly wage 
rates, derived from the above index and the index of 
weekly wage rates, appeared in the Ministry o f  Labour 
Gazette for April 1958. Indices o f normal weekly 
hours and hourly wage rates in all industries, and also 
in manufacturing industry, were subsequently published 
each January until 196(); since then they have been 
published each month.

Until 1962 these indices and the index of weekly wage 
rates related to all industries and to manufacturing 
industry. The bulletin Statistics on Incomes, Prices, 
Employment and Production has contained an analysis 
by industry group o f the index o f weekly wage rates 
since the first issue of April 1962, and similar analyses 
of the two other series since September 1962. The 
industrial analysis o f the weekly wage rate index has 
been published monthly in the Ministry o f  Labour 
Gazette since August 1962. Since December 1962, the 
bulletin has also contained a table showing average 
normal weekly hours in all industries in absolute terms 
as well as in index form.

In October 1959 the Ministry o f Labour took over 
from the Board o f Trade the annual collection of 
information about earnings o f administrative, technical 
and clerical (salaried) employees. The results o f the
1959 and 1960 enquiries were published in the September
1960 and June 1961 issues, respectively, of the Ministry 
of Labour Gazette. The results o f subsequent enquiries 
have been published in March following the October 
to which they relate. Average salaries in October each 
year in national and local government services, nationa
lised industries, national health service, education, 
banking and insurance were published for the first 
time in April 1962. Data about salaries from both these 
sources are combined to produce an index o f changes 
in average salaries.

A new enquiry into the occupational structure of 
manufacturing industry began in January 1963 and is 
to be held twice a year in January and June. The 
results are published each May and November in the
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Ministry o f Labour Gazette. The January 1963 enquiry 
covered specified occupations in engineering; the June 
1963 enquiry covered in addition shipbuilding and
chemicals. Iron and steel manufacture will be covered 
from January 1964.

In November 1962 a new monthly enquiry began 
into total wages and salary earnings. The first two 
months o f the enquiry were experimental and January 
1963 has been taken as the base date for the compila
tion o f indices. Separate indices are calculated for 
employees paid each week, for those paid each month, 
and for all employees combined, in each o f 22 industry 
groups, for all manufacturing industries combined 
and for all industries covered. The results appear 
each month in the Ministry o f  Labour Gazette within 
about six weeks o f the month to which they relate. A 
full description o f the new indices is given in the March 
1963 issue o f the Ministry o f Labour Gazette.

The results o f the half-yearly enquiries into earnings 
and hours o f manual workers were formerly available 
only for the United Kingdom as a whole. Since October 
1962 the details for men have been analysed by regions 
and the results published in the March and September 
issues o f the Ministry o f Labour Gazette. Separate 
figures are given for industry groups, for all manu
facturing industries combined and for all industries 
covered.

Employers who completed the usual half-yearly 
earnings and hours enquiry for October 1960 were 
asked to give additional information about the distribu
tion o f weekly earnings o f full-time adult wage-earners, 
separately for men 21 years and over, and women 18 
years and over, in each of a large number of weekly 
earnings ranges. The results were published in the 
April and June 1961 issues o f the Ministry o f  Labour 
Gazette. Similar detail for manual workers in the 
National Health Service (Hospitals) obtained in April 
1961 was published in the August 1961 issue o f the 
Gazette.

IV PRICES

Agricultural prices
New agricultural price indices for the United King

dom, based on 1954/55-1956/57, were introduced in 
Economic Trends, Felsruary 1962, to replace a series 
for England and Wales based on 1927-29. The new 
indices make greater use o f comprehensive average 
prices from the guarantee schemes and cover more 
materials, including compound feedingstulfs and fuel.

Prices are measured for products at the nearest point 
after the farm gate and for materials at the nearest 
point before it. Combined indices for groups o f pro
ducts are calculated annually on a gross-price basis, i.e. 
they include Exchequer payments in respect of sales; 
the weights used in the index are proportional to gross- 
price values o f sales off the national farm (all agri
cultural holdings regarded collectively as one farm) in
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the base period; they are not ‘rolling’ weights as in the 
former England and Wales index. Monthly senes are 
also calculated for most commodities; for cereals and 
fatstock separate monthly and annual indices are 
calculated inclusive of Exchequer payments.
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House prices . .
An index of the cost o f new houses in Great Britain

is now calculated from information supplied by a
sample of building societies, including all the large
societies, on the number o f new houses on which they
have advanced mortgages and the value o f these houses
(generally including the cost o f land and professional
fees). The index is published in the Monthly Digest o f
Statistics.
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Wholesale prices
Improvements have continued to be made to the 

series of wholesale prices, both in the price information 
collected and in the index numbers based on it. Input 
and output indices have been introduced for the non
food sector of manufacturing industry. New input 
indices have also been prepared for materials purchased 
by the chemicals and allied industries, by the paper 
industries, and by the timber industries. An output 
index for the timber sector has also been added to the 
existing series.

mileages obtained from traffic counts, to estimate the 
trend in road transport in the years following the 
survey year. Traffic counting had been started on full, 
regular, manual and automatic bases on 1 January 
1958. It was recognised that this method had its 
limitations, however, and that its results should be 
checked by additional surveys from time to time. A 
further survey o f road transport was therefore under
taken in 1962.

The 1962 survey, like that of 1958, was a sample 
inquiry addressed to road goods transport operators, 
designed to collect information on the characteristics 
of the vehicle fleet and the work performed by road 
goods transport. It was conducted on a much larger 
scale than the previous survey and contained a number 
of new features intended to provide a more compre
hensive picture o f  road transport operations. Some 
preliminary results o f the survey were published early 
in 1963 and the final results will appear during 1964.

Retail prices
Following the Report of the Cost o f  Living Advisory 

Committee (Cmnd. 1657) the Index o f Retail Prices was 
revised in 1962 and is now a chain base-weighted index 
with weights revised each January on the basis o f the 
results of the continuing Family Expenditure Survey 
for the three years ended in the previous June. The 
current reference base date, which will be used for 
about ten years, is January 1962.

i
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Unit values o f imports and exports 
Revised and improved index numbers o f the unit 

values o f overseas trade were introduced in an article 
in the Board o f Trade Journal of 13 September 1963, 
and an account of their method o f construction was 
given in the September 1963 issue o f Economic Trends.
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Goods transport
Since 1957 two surveys of road goods transport have 

been carried out. The first survey, which occurred 
during a week in April 1958, was conducted on a 
sample basis and provided information on the character
istics of the goods vehicle fleet and the transport 
operations performed by road goods vehicles. The 
results were published in The Transport of Goods by 
Road: Report on a Sample Survey made in April 1958.

The 1958 survey results were also used, in con
junction with information about changes in vehicle

Passenger transport
Statistics o f  the number o f motor vehicles in use and 

of new registrations o f vehicles have for many years 
been compiled by the Ministry o f Transport from 
excise licensing records but the lack o f data on the 
usage o f motor vehicles and, in particular, o f cars has 
been a gap in transport statistics. It was primarily 
with the intention o f filling this gap that in 1961 a 
series o f sample surveys o f motorists was started.

The motoring surveys are intended to give a con
tinuing measure o f usage o f  motor cars which will 
enable trends in vehicle mileage, and in passenger 
mileage by both car and other forms o f transport, -to 
be studied. In addition to their use for economic 
analyses, these surveys are designed to yield continuing 
data for road safety research and also to provide a 
means o f questioning motorists about particular topics 
in the field o f transport. Preliminary results o f the first 
motoring survey, taken in October 1961, were published 
in Economic Trends, June 1963.

These surveys will however be replaced by a series o f  
national travel surveys during 1964, designed to yield 
the more important o f the basic data about private car 
use and, at the same time, covering all forms o f inland 
passenger transport. These national travel surveys will 
provide data for studies o f the nature o f transport 
demand and the factors influencing its distribution 
between different forms o f transport as recommended 
by the Report on the Transport Needs o f Great Britain 
in the Next Twenty Years. No results will be published 
before 1965.

Area transport surveys
The first comprehensive area transport survey 

undertaken in Great Britain was started in 1962 for the 
Greater London area, sponsored jointly by the Ministry 
of Transport and the London County Council. The 
results, which cover public and private road passenger 
transport movements, road freight movements, and
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rail movements, will be published during the first half 
of 1964. Similar surveys on a smaller scale are now 
under way in Liverpool, Tyneside, Tees-side, Leicester, 
Reading, Northampton and Gloucester, and are being 
planned in Birmingham, Manchester, Glasgow and 
other areas.

VI HOME FINANCIAL STATISTICS

In recent years there has been a substantial increase 
in the range and frequency o f financial statistics. Most 
of the new information is now published each month in 
Financial Statistics (which first appeared in May 1962) 
and in the Bank o f England Quarterly Bulletin. Before 
1959, when the report o f  the Committee on the Working 
of the Monetary System (the Radcliffe Committee) was 
published, the main emphasis had been on the develop
ment o f economic statistics. Following this report, the 
government adopted a substantial programme for the 
improvement o f  financial statistics. Details o f this 
programme and o f subsequent developments were 
given in an article in the September 1962 issue o f  
Economic Trends. The following paragraphs sum
marise some o f the relevant points described in the 
article and, where necessary, bring it up-to-date.

Information is now published about the financial 
assets and liabilities o f the different sectors o f the 
economy. For the central government there is now 
published a quarterly current and capital account, and 
a quarterly analysis o f  Exchequer financing. The 
Exchequer financing tables give details for each quarter 
o f how the budget overall deficit (or surplus) is financed 
and in particular give details o f borrowing. The 
tables have recently been extended and now provide a 
quarterly analysis by sector o f  borrowing from the 
public, and a classification by maturity o f purchases by 
the public o f  government marketable securities for each 
calendar quarter.

For local authorities, annual surveys o f  loan debt 
have been published giving details o f the composition 
of the debt together with an analysis by period of 
maturity and by type o f authority. Details o f  the assets 
held by local authorities have also been published. 
Quarterly figures give details o f local authority borrow
ing analysed by type and by terms o f repayment.

For public corporations a combined appropriation 
and capital account is now published quarterly. For the 
main financial institutions there is published, in con
siderable detail, an annual analysis o f holdings of 
financial assets and quarterly figures o f purchases and 
sales of various types o f assets. The institutions for 
which the information is now available are the Trustee 
savings banks, superannuation funds, insurance com
panies, building societies, unit and investment trusts 
and hire purchase companies. Separate figures are 
published for the superannuation funds o f local 
authorities, for other public sector schemes and for 
the private sector.
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Among the most recent o f these developments was 
the provision, from the first quarter o f 1963, o f the 
quarterly figures o f transactions in the assets of 
insurance companies and o f private pension and 
superannuation funds; and, from the beginning of 
1962, o f quarterly information on selected assets ano 
liabilities o f hire purchase finance companies. The 
sources o f hire purchase companies’ deposits and other 
borrowing were distinguished from the third quarter 
o f 1962, and unearned finance charges were shown 
separately from the first quarter o f 1963.

Statistics are now available for the banking sector 
as a whole, which covers all domestic and overseas 
banks, accepting houses and the discount market. The 
statistics cover liabilities and assets at the end of each 
calendar quarter and provide an analysis of deposits 
and advances by sector. Another development is the 
provision o f seasonally adjusted figures o f the London 
clearing banks’ deposits and advances, and of advances 
by members o f  the British Bankers’ Association 
classified by industry.

Preliminary sector financing accounts were published 
for the first time in the September 1963 issue of Financial 
Statistics and of the Bank o f England Quarterly Bulletin. 
These accounts aim at presenting in a systematic and 
summary form information about flows o f capital 
between the different sectors and the associated changes 
in liabilities and assets.

It is hoped that it will be possible in due course to 
develop these financial accounts further as more 
information becomes available, to produce a quarterly 
analysis, and to integrate the sector financial accounts 
into the general statistical framework o f the national 
income accounts.

Company finance
Economic Trends for December 1963 included an 

article about company finance in 1962, and the analysis 
is now published each quarter as accounts are received 
from companies by Statistics Division o f the Board of 
Trade. A problem in using the figures as they were 
originally compiled is that they were comparable only 
over a short period o f two years, but an article in 
Economic Trends in April 1962 provided a run of 
comparable figures for the years 1949 to 1960. Property 
companies’ accounts have recently been added to the 
analysis.

A new development has been the derivation, from the 
original statistics, o f  ratios showing the growth in 
assets, income, dividends, etc., and the return on assets, 
as well as tables which show how companies have 
financed their growth year by year; these statistics 
appear from time to time in Statistics on Incomes, 
Prices, Employment and Production which also includes 
detailed tables o f the income and finance o f companies 
classified by industry groups.

A by-product o f the analysis of quoted company 
accounts has been the publication by the Board of 
Trade o f Company assets and income in 1957 and
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Companv assets, income and finance in I960 which 
listed, for each of about 2,000 companies included in the 
analysis, statistics of their incomes, details of their 
balance sheets, index numbers of growth, and the ratio 
of income to assets. The companies were ranked by 
size of income and of assets, and the publications 
included a number of frequency distributions of com
panies by industry, income, net assets, growth, self
financing, etc.

VII OVERSEAS TRADE AND THE BALANCE OF PAYMENTS

Overseas trade statistics
In January 1963 the commodity classification of the 

United Kingdom’s overseas trade statistics was revised 
in accordance with the Standard International Trade 
Classification, Revised, of the United Nations. This 
revision, besides providing a substantial increase in the 
amount of commodity information available about the 
United Kingdom’s overseas trade, means that it is now 
possible to derive accurate statistics in terms of the 
headings of the Brussels Tariff Nomenclature as well as 
the Standard International Trade Classification, Revised, 
which are the two classifications in wide international 
use. An article in the Board o f Trade Journal of 27 
April 1962 explained the importance of this change.

Seasonally adjusted series of the totals, and com
ponents by commodity and area, of imports, exports 
and re-exports are published monthly in the Board o f  
Trade Journal and in the Report on Overseas Trade. The 
method of seasonal adjustment, which allows for 
secular changes in the seasonal pattern, was explained 
in the Board o f Trade Journal of 6 November 1959.

An article in the Board o f Trade Journal of 13 September 
1963 introduced revised and improved series of unit 
value and volume index numbers based on 1961 =  100. 
Volume index numbers are now published monthly 
instead of quarterly, and seasonally adjusted series are 
also given. An account of the method of construction 
of these index numbers was given in the September 
1963 issue of Economic Trends.

A monthly estimate of the trade balance on a balance 
of payments basis has been published since February 
19M. These estimates, published only in seasonally 
adjusted form, exclude insurance and freight on imports 
and take into account other necessary adjustments. 
The estimates on this basis, taking runs of several 
months together, give the best guide to the trend in 
the balance of visible trade.

World trade
The Board of Trade now compiles and publishes 

quarterly time series of the main flows of world trade 
between industrial countries and primary producing 
countries. Analyses are made, according to a short list 
of commodity groups, of exports of manufactures from 
each of the main manufacturing countries to a number 
of market areas. These series (which are available on

request) cover the period from 1954 and are based on 
the Standard International Trade Classification, Revised.

Balance o f payments: general
The series of balance of payments statistics has 

undergone substantial changes since 1957 affecting 
both sources and methods of compilation and the form 
of publication of the figures. One major reason for the 
changes has been the need to replace Exchange Control 
sources of information by alternative sources, which in 
many cases have involved direct approaches to trade 
and industry. This has become necessary mainly for 
administrative reasons but it has also alTorded the 
opportunity to change the emphasis in presenting the 
balance of payments statistics towards the real flows 
basis, rather than the financial flows basis which was 
inevitable when Exchange Control information was 
being extensively used.

The individual changes made since 1957 are too 
numerous to allow a full and detailed commentary; 
the main developments, however, have been as follows:

(i) The estimates of visible trade in the balance of
payments are now based entirely on Trade 
Account figures, with certain adjustments for 
coverage and valuation (including the deduc
tion of freight and insurance on imports). 
Previously, imports from non-sterling countries 
were measured through the payments recorded 
by Exchange Control and included a sub
stantial element of freight charges.

(ii) The periodic full census of the United Kingdom
shipping industry conducted by the Chamber 
of Shipping has been supplemented since 1959 
by annual enquiries. Using the results of these 
enquiries, the estimates for shipping now cover 
all shipping transactions whereas previously 
they related mainly to dry cargo trade.

(iii) A regular enquiry conducted by the Board of
Trade now provides more complete and 
systematic figures of direct investment abroad 
by the United Kingdom, overseas direct 
investment in this country, and the income 
derived from such investment, including 
profits retained and re-invested. New measures 
of overseas portfolio investment in the United 
Kingdom have been obtained through en
quiries by the Board of Trade of the registrars 
of the leading companies and from the Govern
ment stock registers maintained by the Bank of 
England. (See below).

(iv) The series of statistics of external liabilities and
claims in sterling has been substantially 
revised from the beginning of 1963.

A number of changes in presentation have also been 
introduced. In 1961 a rearrangement of the subsidiary 
tables was made to give greater emphasis to an analysis 
by item rather than by area distribution. To provide 
as long a run as possible of figures on a comparable 
basis, figures corresponding to the current methods of
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compilation have been carried back to 1952. In 1962 
seasonally adjusted quarterly figures for transactions 
on current account were introduced.

In 1959 quarterly summary figures were first pub
lished and in 1963 the main medium of publication was 
altered. Hitherto detailed half-yearly figures had been 
published with commentary in White Papers presented 
in March and October of each year, while the quarterly 
figures were issued as a Press release. From the begin
ning of 1963 a series of quarterly articles in Economic 
Trends was begun, giving detailed figures together with 
a commentary. This was supplemented by the publica
tion of summary figures in a short White Paper, 
together with the provisional national income estimates, 
just before the Budget. In the summer of 1963 the first 
of an annual series of publications. United Kingdom 
Balance o f Payments 1963, was issued containing annual 
statistics in considerable detail and a full description 
of the sources, methods and definitions employed.

Overseas private direct investment 
Since 1958 returns have been made by United 

Kingdom companies who have branches, subsidiaries 
or trade investments in associated companies abroad, 
or conversely are themselves owned wholly or in part 
by overseas concerns. The figures cover certain trans
actions between the United Kingdom companies and 
the overseas concerns, including profits and losses, 
dividends remitted, transactions of a capital nature 
(for example increases in ownership of share and loan 
capital) and changes in inter-company indebtedness. 
The published figures include the information collected 
by the Bank of England from 120 banks and similar 
institutions, but exclude the transactions of oil and
insurance companies.

The investment figures are incorporated in the balance 
of payments capital account and the figures of earnings, 
dividends, etc. are used in the compilation of the 
current account. The results are published in more 
detail giving area, country, industry and size analysis 
in the Board o f Trade Journal, the latest article in the 
series having appeared in the issue of 15 November 
1963.

As a special exercise carried out in conjunction with 
the overseas private direct investment inquiry for the 
year 1962, the values of United Kingdom companies' 
direct investments abroad were obtained. Companies 
other than banks, oil and insurance companies were 
asked to give figures of net assets, depreciation pro
visions and trade investments at the values used in their 
consolidated accounts. Similarly, those companies 
owned wholly or in part by overseas companies were 
asked to give net asset values of that part of their 
assets attributable to overseas ownership. Tables show
ing for areas and countries the components of net 
assets, minority interests, trade investments and 
depreciation provision were published in the Board o f  
Trade Journal of 15 November 1963. 174

Portfolio investment by United Kingdom residents
To provide estimates of capital flows resulting from 

United Kingdom residents' portfolio investment in 
overseas securities, the Bank of England have revised 
the coverage of the series of figures formerly entitled 
‘United Kingdom Overseas Investments'. That series 
included investments in overseas securities without 
distinguishing between portfolio and direct or con
trolled investments; estimates were made of capital 
holdings at nominal values and of income received. 
It covered the twenty years 1938-59 and was published 
in association with the Bank o f England Annual 
Reports.

The series now covers only portfolio holdings of 
overseas securities. So far as possible, all overseas 
securities dealt in on the London Stock Exchange are 
covered, mainly from returns made by United Kingdom 
registrars and paying agents—about 100 in number. 
Also covered are United States and Canadian dollar 
securities quoted abroad, about which information is 
available through the operation of United Kingdom 
Exchange Control; but other securities quoted abroad 
are not covered unless they have a registrar or pa>ing 
agent in the United Kingdom. Estimates are published 
of changes in holdings at cash transaction values, which 
are used in the preparation of the United Kingdom 
balance of payments.

The new series started with figures for 1958, which 
were published and comprehensively described in the 
Bank o f England Annual Report for the year ended 
February 1960. Figures for later years have been given 
in the June issues of the Bank o f England Quarterly 
Bulletin.

Portfolio investment by overseas residents
Registrars of the 260 largest companies, as measured 

by the market value of their issued capital, have since 
1961 provided information to the Board of Trade on 
portfolio holdings by overseas residents of their com
panies’ securities (trade investments, which are already 
covered in the private direct investment enquiry, are 
excluded). The portfolio holdings are identified as those 
with overseas addresses, or registered by nominees 
known to operate mainly on behalf of overseas residents. 
Enquiries have been conducted on a quarterly basis 
since the beginning of 1962.

The Bank of England are preparing, for use in the 
United Kingdom balance of payments statistics, 
estimates of investment by overseas residents in British 
government and government guaranteed stocks. In
formation is being obtained in two ways: firstly, by 
examining the Bank's stock registers to identify hold
ings with overseas addresses—comprehensive estimates 
covering all stocks on the register are not yet available 
but steady progress has been made towards that end: 
secondly, by collecting from banks (and their nominees) 
figures of the total holdings registered in their names on 
behalf of overseas residents.
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External liabilities and claims in sterling
The long standing series of ‘Overseas Sterling 

Holdings' was discontinued at the end of 1962 and 
replaced by a more comprehensive series entitled 
‘United Kingdom Externa! Liabilities and Claims in 
Sterling'. Quarterly figures of the new series are pub
lished regularly in the Bank o f England Quarterly 
Bulletin Economic Trends, Financial Statistics and the 
Monthly Digest o f  Statistics. Two articles on the new 
series were published in the June and December 1963 
issues of the Bank o f England Quarterly Bulletin.

The principal features of the new data are:
(i) Liabilities and claims in sterling are collected 

on a gross basis.
<ii) Both liabilities and claims are divided according 

to type—
for liabilities: current and deposit accounts. 

United Kingdom Treasury Bills, commercial 
bills and promissory notes, and holdings by 
central monetary institutions and banks of 
British government and government guaranteed 
stocks;

for claims: advances and overdrafts, com
mercial bills and promissory notes, and 
acceptances outstanding.

(iii) Details of types of liabilities and claims are also 
divided into three classes of holder, namely, 
central monetary institutions, international 
organisations and others.

Tourist statistics
In 1961 the Board of Trade introduced a continuous 

sample survey of passenger traffic on international air 
routes and in the following year extended the survey 
to traffic on the short sea routes to the continent of 
Europe; the long sea routes were covered from the end 
of 1963. The survey is designed to improve the estimates 
of expenditure in the United Kingdom of overseas 
visitors, and of expenditure abroad of United Kingdom 
residents, primarily for balance of payments purposes. 
Methods of estimation employed earlier had become 
less reliable with the relaxation of Exchange Control and 
the progressive reduction of documentation of pas
sengers on the air routes. The survey also provides new 
information of value to the tourist industry. The Board 
o f Trade Journal of 23 August 1963 outlines the samp
ling method employed and the coverage of the principal 
passenger routes sampled.

VIII OTHER DEVELOPMENTS

Family Expenditure Survey 
In 1957 a continuing sample survey of family ex

penditure was begun under the sponsorship of the 
Ministry of Labour, the field work being carried out 
by the Social Survey. Information about the pattern of 
expenditure was needed by the Ministry for weighting 
the index of retail prices and also by the Central

Statistical Office for several purposes which fall under 
three main headings—first, to provide estimates of 
personal expenditure on consumer goods and services, 
to supplement the sources used in compiling the 
official estimates of national income and expenditure; 
second, to enable studies to be made of the relationship 
between the income and the pattern of expenditure of 
different groups of households, classified by size and 
type—this demand analysis (as it has been termed) 
is intended to provide information about the various 
factors which influence the demand for different 
commodities: third, to enable estimates of the incidence 
of taxes and benefits on different groups of households 
to be made. The survey covers some 3,5(X) households a
year.

Detailed results of the surveys for the years 1957-59, 
1960-61 and 1962 have been published. The report for 
1962 includes a regional analysis of household ex
penditure. Summary results are also published from 
time to time in the Ministry o f Labour Gazette.

Redistribution o f income
The Family Expenditure Survey collects details of the 

incomes of all members of households which co-operate, 
the amounts paid in taxes on income, any benefits in 
cash or kind received from the state, and of all forms of 
expenditure during two consecutive weeks (or longer 
periods in cases of items purchased at less frequent 
intervals). Estimates are made of the values of any 
social service benefits received in kind, such as state 
education and the national health services. From the 
full details of expenditure and information obtained 
about the type of dwelling occupied, estimates are made 
of the amounts paid by each household in indirect 
taxes and of the values of any benefits which it receives 
from school meals, milk and other welfare foods and 
from subsidies on housing. Estimates are thus obtained 
of the total income of each household before and after 
the redistribution of income resulting from all forms of 
taxes and social service benefits. The results are shown 
separately for households containing different numbers 
of adults and children and falling in different ranges 
of income. Results have been published for the two 
years 1957 and 1959 in the November 1962 issue of 
Economic Trends, and for the years 1961 and 1962 in 
the present issue.

Personal wealth
Estimates of personal wealth were first published in 

the I04th Report o f  the Commissioners o f  Inland Revenue 
January 1962, when they related to the wealth of 
individuals in Great Britain in 1960. The next Report 
gave comparative figures for 1960 and 1961, and the 
latest (W6th Report) gives figures for 1960 to 1962. The 
method of estimating assumes that the estates passing 
on death are a representative sample, both in numbers 
and value, of the property of males and of females 
within each age group. This method has been used by 
research workers since the statistics first became
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available following the imposition of estate duty by the 
Finance Act, 1894. The qualifications to be attached to 
the method are discussed in the Commissioners' I06lh 
Report.

As a corollary to the estimates of personal wealth a 
number of improvements have been made in the estate 
duty statistics on which they are based. From 1960-1961 
onwards information has been published on estates 
with net capital value below the exemption limit, the 
analysis o f property has been made more detailed and 
the distribution of property between males and females 
within age groups has been shown.

Standard Industrial Classification
The Standard Industrial Classification was first 

issued in 1948. Its object was to secure uniformity

and comparability in the statistics published by govern
ment departments in the United Kingdom, such as the 
reports of the Census of Production, the Census of 
Distribution, the decennial Census of Population, and 
the labour statistics of the Ministry of Labour. Ex
perience gained through the use of the Classification, 
together with the rapid changes which took place in 
the structure of industry in the post-war decade, made 
it necessary to re-examine the Classification, and after 
extensive research, an amended edition was published 
in 1958 and brought into use by government depart
ments almost immediately.

In the following year (1959) an Alphabetical List o f  
Industries was published, giving the classification of 
some 8,000 industries.

Central Statistical Office
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